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bR 19 2001,

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

U. S. Environmental Protection Agency
Deena Sheppard-Johnson, SR-6J
Remedial Enforcement Support Section
77 West Jackson Boulevard

Chicago, IL 60604

Re: Chemical Recovery Systems Site
Elryia, Ohio

Dear Ms. Sheppard-Johnson:

Attached is the response of E. |. du Pont de Nemours and Company
(“DuPont’) to the Request for Information for the subject site. After completing a
diligent, good faith search for any business relationship DuPont may have had with
the site or the principals mentioned, we do not know of any. We do acknowledge
DuPont appearing on the “Dirty Inventory” listing and will be interested in seeing
any supplemental information the Agency may have. Hopefully, from it we will be
able to tell from which plant the waste was sent.

Please address all further correspondence regarding this matter to:

Barbara U. Gravely

DuPont Legal, D-7083

1007 Market Street

Wilmington, DE 19898
302.774.4201

302.774.4812 (fax)
barbara.u.gravely@usa.dupont.com

Very truly yours,

iU . Y= N

Barbara U. Gravely
Attachment

E. 1. du Pont de Nemours and Company @ Printed on Recycled Paper
LG-4878 Rev. 2/94



E. l. DU PONT DE NEMOURS AND COMPANY
RESPONSE TO REQUEST FOR INFORMATION
CHEMICAL RECOVERY SYSTEMS SITE
ELRYIA, OHIO

Identify all persons consulted in the preparation of the answers to these questions.

Ross E. Austin
DuPont Legal

Barbara U. Gravely
DuPont Legal

Environmental Managers at each of the DuPont sites in Ohio, Indiana, lllinois,
Michigan, Kentucky, and Pennsylvania

Corporate Contacts in Sourcing

Identify all documents consulted, examined, or referred to in the preparation of the
answers to these questions and provide copies of all such documents.

A request to perform a diligent, good faith search for any documents that
would indicate DuPont-sourced waste was sent to Chemical Recovery
Systems was made to the environmental coordinator at each of DuPont’s
plants in Ohio, Indiana, lllinois, Michigan, Kentucky, and Pennsylvania.

In the mid to late 1970s, DuPont investigated each of its manufacturing
facilities to obtain as thorough a knowledge as possible of its past waste
disposal practices. This was in response to both the need to complete the
Eckhardt Survey and an internal survey designed to expand our
understanding of past waste disposal practices beyond what was asked for
by Congressman Eckhardt. At that time there was a plethora of transactional
documents (prior to any formal records retention program) and employees
with direct knowledge. Information from the documents and interviews with
knowledgeable employees was gathered and distilled into a working file
maintained at each plant site by the environmental coordinator. When
DuPont is queried on past disposal practices, the appropriate environmental
coordinators are contacted and he/she references those working files in
addition to doing any other searches that are required. DuPont believes
these files to be the most accurate and complete sources of information.

We reviewed these files and found no references to the subject of your
inquiry. However, we acknowledge receiving the “Dirty Inventory” on which



DuPont’s name appears for sending seven shipments of methylene chloride
and one of ethylene glycol.

If you have reason to believe that there may be persons able to provide a more
detailed or complete response to any question or who may be able to provide
additional responsive documents, identify such persons.

DuPont knows of no one.

List the EPA Identification Numbers of the Respondent.

If and when we know what site or sites allegedly used the Chemical Recovery
Services site, we will submit the EPA Identification Numbers of the site(s).

Identify the acts or omissions of any person, other than your employees,
contractors, or agents, that may have caused the release or threat of release of
hazardous substances, pollutants, or contaminants and damages resulting
therefrom at the CRS Site.

DuPont does not know of any.

Identify all persons including respondent's employees, who have knowledge or
information about the generation, use, treatment, storage, disposal, or other
handling of material at or transportation of materials to the Site (operating as Obitts
Chemical Company or Chemical Recovery Systems, Inc., at 142 Locust. Street,
Elyria, Ohio).

DuPont does not know of anyone.

Describe all arrangements that Respondent may have or may have had with each
of the following companies and persons:

a). Obitts Chemical Company

b). Russell Obitts

c). Chemical Recovery Systems, Inc.

d) Peter Shagena

e) James Freeman

f) James "Jim" Jackson

g) Donald Matthews



h) Bob Spears

i) Bill Bromley

) Carol Oliver

k) Nolwood Chemical Company, Inc.

) Art McWood

m) Chuck Nolton

n) Michigan Recovery System, Inc.

0) Chemical Recovery Systems of Michigan

Not applicable.

Set forth the dates during which the Respondent engaged in any of the following

activities:

a) generation of hazardous materials which were sent to the CRS Site;

b) transportation of any material to the CRS Site.

Not applicable.

Identify all persons, including yourself, who may have arranged for disposal or

treatment, or arranged for transportation for disposal or treatment, of materials,

including, but not limited to, hazardous substances, at the CRS Site. In addition,

identify the following:

a) The persons with whom you or such other persons made such arrangements;

b) Every date on which such arrangements took place;

¢) For each transaction, the nature of the material or hazardous substance,
including the chemical content, characteristics, physical state (e.g., solid, liquid),
and the process for which the substance was used or the process which

generated the substance;

d) The owner of the materials or hazardous substances so accepted or transported,;
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e) The quantity of the materials or hazardous substances involved (weight or
volume) in each transaction and the total quantity for all transactions;

f) All tests, analyses, and analytical results concerning the materials;

g) The person(s) who selected the CRS Site as the place to which the materials or
hazardous substances were to be transported;

h) The amount paid in connection with each transaction, the method of payment,
and the identity of the person from whom payment was received,

i) Where the person identified in g., above, intended to have such hazardous
substances or materials transported and all evidence of this intent;

j} Whether the materials or hazardous substances involved in each transaction
were transshipped through, or were stored or held at, any intermediate site prior
to final treatment or disposal;

k) What was actually done to the materials or hazardous substances once they
were brought to the CRS Site;

I) The final disposition of each of the materials or hazardous substances involved in
such transactions;

m) The measures taken by you to determine the actual methods, means, and site
of treatment or disposal of the material and hazardous substance involved in
each transaction; :

n) The type and number of containers in which the materials or hazardous
substances were contained when they were accepted for transport, and
subsequently until they were deposited at the CRS Site, and all markings on
such containers;

o) The price paid for (i) transport, (ii) disposal, or (iii) both of each material and
hazardous substance;

p) All documents containing information responsive to a - o above, or in lieu of
identification of all relevant documents, provide copies of all such documents;

q) All persons with knowledge, information, documents responsive to a - p above.
Not applicable.
Identify all liability insurance policies held by Respondent from 1960 to the present.

In identifying such policies, state the name and address of each insurer and of the
insured, the amount of coverage under each policy, the commencement and
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12.

13.

expiration dates for each policy, whether or not the policy contains a "poliution
exclusion" clause, and whether the policy covers or excludes sudden, nonsudden,
or both types of accidents. In lieu of providing this information, you may submit
complete copies of all relevant insurance policies.

DuPont is a Comprehensive General Liability self-insurer. DuPont carries or
has carried since 1967 excess liability coverage. From 1967 — 1972, the per
occurrence deductible on such policies was $2,500,000; from 1972 — 1978, the
deductible was $5,000,000; from 1978 — 1980, the deductible was $10,000,000;
and from 1980 forward the deductible was/is $50,000,000. We do not
anticipate environmental liability to exceed any of these amounts at this site.
If such an event occurs, we will notify appropriate carriers and provide a
copy to EPA.

Provide copies of all income tax returns, including all supporting schedules, sent to
the Federal Internal Revenue Service in the last five years.

Attached is a copy of the Annual Report for 2000.

If Respondent is a Corporation, respond to the following requests:

a) Provide a copy of the Articles of Incorporation and By-Laws of the Respondent.
Attached.

b) Provide Respondent's financial statements for the past five fiscal years,
including, but not limited to, those filed with the Internal Revenue Service and
Securities and Exchange commission.

See the Annual Report for 2000, which is attached.

C) identify all of Respondent's current assets and liabilities and the person(s) who
currently own(s) or is (are) responsible for such assets and liabilities.

See the Annual Report for 2000, which is attached.
d) ldentify the Parent Corporation and all Subsidiaries of the Respondent.

E. I. DuPont de Nemours and Company is the parent corporation. ltis a
Fortune 200 company that has been in business nearly 200 years. During
that time, DuPont has been affiliated with many other entities through
acquisition or merger. DuPont has also subsequently divested itself of
entities.

If Respondent is a Partnership, respond to the following requests:
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a) Provide copies of the Partnership Agreement;

c) Provide Respondent's financial statements for the past five fiscal years,
including, but not limited to, those filed with the Internal Revenue Service and
Securities and Exchange commission;

d) ldentify all of Respondent's current assets and liabilities and the person(s) who
currently own(s) or is (are) responsible for such assets and liabilities.

e) ldentify all subsidiaries of the Respondent.
Not applicable.

If Respondent is a Trust, respond to the following requests:

a) Provide all relevant agreements and documents to support this claim.

b) Provide Respondent's financial statements for the past five fiscal years,
including, but not limited to, those filed with the Internal Revenue Service and

Securities and Exchange commission.

c) Identify all of Respondent's current assets and liabilities and the person(s) who
currently own(s) or is (are) responsible for such assets and liabilities.

Not applicable.
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®
INCORPORATED UNDER THE LAWS OF DELAWARE

Authorized Capital

Preferred Stock 23,000,000 Shares No Par Value

Common Stock . 1.800.600,000 Shares $.30 Par Value

Original Certificate
Certificate of Amendment
Certificate of Amendment
Certificate of Amendment
Clertificate of Amendinent
Certificate of Amendment
Certificate of Amendment
Certificate of Amendiment
Certificate of Amendment
Certificate of Amendment
Certificate of Change of
Resident Agent
Certificate of Amendment
Certificate of Designation
Certificate of Change of
Resident Agent
Certificate of Amendment
Certificate of Designation

ry

Certificate of Amendment

Centificate of Change of
Resident Agent
Certificate of Amendment

Certificate of Change of
Resident Agent
Certificate of Change of
Resident Agent
Certificate of Amendment
Certificate of Amendment
Certificate of Amendment
Agreement of Merger
Amending Certificate
of Incorporation
Certificate of Amendment
ate of Amendment
ate of Amendment
ite of Amendment
Certificate of Amendment
Restated Certificate
Certificate of Amendment
Certificate of Correction
Restated Certificate

Filed September 4, 1915
Filed December 4, 1922
Filed June 19, 1925

Filed October 27,1926
Fided Japuary 19, 1929
Filed April 23, 1934
Filed Junc 18, 1937

Filed September 29, 1939
Filed Mavch 15, 1940
Filed March 0, 1942

Filed April 23, 1946
Filed April 25, 1947
Filed April 30, 1947

Filed May 23, 1947
Filed June 15, 1949
Filed July 6, 1955
Filed July 6, 1955

Filest July 6, 1955
Filed November 13, 1937

Filed June 19, 1963

Filed September 21, 1966
Filed April 8, 1968

Filed April 13, 1970
Filed April 8,1974

Filed October 17, 1977
Filed April 16, 1979
Filed April 21, 1980
Filed August 17, 1981
Filed May 4, 1987

Filed December 21, 1989
Filed December 22, 1989
Filed May 15, 1997

Filed Muay 23, 1997

Filed May 29, 1997
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RESTATED CERTIFICATE OF INCORPORATION
OF

E. I. DU PONT DE NEMOURS AND COMPANY

E. L. du Pont de Nemours and Company, a corporation organized
and existing under the Laws of the State of Delaware, hereby certifies as

follows:

1. The name of the corporation is E. 1. du Pont de Nemours and
Company. The date of filing its original Certificate of Incorporation with
the Secretary of State was September 4, 1915.

: t

2. This Restated Certificate of Incorporation only restates and
integrates and does not further amend the provisions of the Restated
Certificate of Incorporation;of this corporation as heretofore amended or
supplemented and there is no discrepancy between those provisions and
the provisions of this Restated Certificate of Incorporation. -

3. The text of the Restated Certificate of Incorporation as
amended or supplemented heretofore is hereby restated without further
amendments or changes to read as herein set forth in full.

{ i

First: -~ The name of the corporation is
E. 1 DU PONT DE NEMOURS AND COMPANY

Second: -- The principal office of the corporation is to be located at
No. 1007 Market Street, in the City of Wilmington, in the County of New
Castle, in the State of Delaware. The name of its resident agent is E. I. du
Pont de Nemours and Company, whose address is Room 8042, Du Pont
Building, No. 1007 Market Street, in the City of Wilmington, County of
New Castle, State of Delaware 19898.

Third: -- The nature of the business of the corporation and the
objects and purposes proposed to be transacted, promoted or carried on
by 1t, are as follows:

(a) To manufacture, produce, prepare, experiment with, purchase,
and otherwise acquire, import, export, sell, distribute, and otherwise
dispose of, and generally to trade and deal in, in any manner whatsoever,
(1) chemicals of every description, organic or inorganic, natural or



synthetic, in the form of raw materials, intermediates, or finished
products, and chemicals which may be used in the manufacture of any and
all products of every kind whatsoever; and (2) chemical products of every
kind and description.

(b) To engage in research, exploration, laboratory and
development work relating to any substance, compound or mixture, now
known or which may hereafter be known, discovered or developed, and
to perfect, develop, manufacture, use, apply and generally deal in any
such substance, compound or mixture.

(¢) To purchase or otherwise acquire, hold, own, occupy,
develop, improve, sell, dispose of and convey real property and any and
every interest therein either within or without the State of Delaware and
anywhere in the world; to extract, remove, produce or prepare from any
such property any animal, vegetable, mineral or other product or material
therein or thereon, either by agricultural pursuits, mining, quarrying, or by
any other method or means now known or that may hereafter be
discovered or invented, and to avail itself in every manner of each and
every resource of such property by reducing it to proper form and by use, .
sale or other disposition thereof. '

(d) To erect, purchase, sell, lease, manage, occupy and improve
buildings and to do and perform all things needful and lawful for the
holding, development and improvement of the same for residence, trade
and business purposes; to buy, own, operate, improve, lease and occupy,
lands and buildings for hotels, apartment houses, dwelling houses, and
business structures of all kinds, for the accommodation of the pubiic and
of individuals; to manage, operate, conduct, and carry on, hotels,
-apartment houses, dwelling houses, office buildings, restaurants, cafes,
pharmacies, drug stores, theaters, and other places for the
accommodation of the public and of individuals.

(¢) To manufacture, acquire, own, sell or otherwise dispose of all
kinds of goods, merchandise and personal property of every nature
whatsoever either within or without the State of Delaware and anywhere
in the world.

(f) To engage in all kinds of business, including the following but
without excluding others: All manufacturing, milling, mining, quarrying,
building, construction and industrial works and operations; development-
and utilization of every kind of power; the acquirement, construction, use,
operation, sale and other disposition of all kinds of machinery, plants,
factories, warehouses, elevators, buildings and other structures, bridges,
wharves. docks, slips, dams, power works, water works, boats, ships,
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engines, cars, equipment and appliances, whether in connection with said
business or otherwise, and generally the utilization of all instrumentalities,
methods, processes and appliances, in all ways and by all means now
known or which may hereafter be discovered or invented.

(g) To apply for, obtain, register, purchase, lease or otherwise to
acquire, and to hold, use, own, operate and introduce, and to sell, assign
or otherwise to dispose of any trademarks, trade-names, brands,
copyrights, concessions, patents, inventions, formulae, improvements and
processes used in connection with or secured under letters patent of the .
United States, or any other country, or otherwise, and to use, exercise,
develop, grant licenses in respect of, or otherwise to turn to account any
such trademarks, copyrights, concessions, patents, licenses, processes and
the like, or any such property or rights.

(h) To subscribe or cause to be subscribed for, and to purchase or
otherwise acquire, hold for investment, or otherwise, sell, assign, transfer,
mortgage, pledge, exchange, distribute or otherwise dispose of the whole
or any part of the shares of the capital stock, bonds, coupons, mortgages,
deeds of trust, debentures, securities, obligations, evidences of
indebtedness, notes, goodwill, rights, assets and property of any and
every kind whatsoever, or any part thereof of itself or any other
corporation or corporations, stock companies, association or
associations, now or hereafter existing, and whether created by or under
the laws of the State of Delaware, or of any other state, district, territory
or colony of the United States, or any other country or otherwise, and to
use, operate, manage and control such properties or any of them, either in
the name of such other corporation or corporations, stock company or
association, or in the name of this corporation, and while owners of any
of said shares of capital stock or bonds or other property to exercise all
the rights, powers and privileges of ownership of every kind and
description, including the right to vote thereon, with power to designate
some person for that purpose from time to time to the same extent as
natural persons might or could do.

(i) To endorse, guarantee and secure the payment and satisfaction
of the bonds, coupons, mortgages, deeds of trust, debentures, securities,
obligations, evidences of indebtedness, and shares of the capital stock of
other corporations, and also to guarantee and secure the payment or
satisfaction of dividends on shares of the capital stock of other
corporations; also to undertake the whole or any part of the assets and
liabilities, existing or prospective, of any person, firm or association, also
to procure any other person or corporation to assume any such obligation
or obligations.



(j)  Without in any particular limiting any of the objects and
powers of the corporation, it is hereby expressly declared and provided
that the corporation shall have power to do all the things hereinbefore
enumerated, and also to issue or exchange stock, bonds and other
obligations in payment for property purchased or acquired by. it, or for
any other object in or about its business; to borrow money without limut;
to mortgage or pledge its franchises, real or personal property, income
and profits accruing to it, any stocks, bonds or other obligations, or any
property which may be acquired by it; to secure any bonds or other
obligations by it issued or incurred; to guarantee any dividends, or bonds,
or contracts, or other obligations; to make and perform contracts of any
kind and description, and in carrying on its business, or for the purpose of
attaining or furthering any of its objects, to do any and all other acts and
things, and to exercise any and all other powers which a co-partnership or
natural person could do and exercise, and which now or hereafter may be
authorized by law in any part’of the world. '

(k) To carry on any business whatsoever which the corporation
may deem proper or convenient in connection with any of the foregoing
purposes or otherwise, or which may be calculated directly or indirectly
to promote the interests of the corporation or to enhance the value of its
property; and it is the purpose of the corporation from time to time to do
any one or more of the acts and things herein set forth; and it may
conduct its business in other states, in the territories, the District of
Columbia, the colonies and dependencies and in foreign countries and
places; it may have one office or more than one office and keep the books
of the company outside the State of Delaware, except as otherwise
provided by law.

Fourth: -- The total authorized stock of the corporation is as .
follows:

The total number of shares of all classes of stock which the

- corporation shall have authority to issue shall be One Billion Eight
Hundred Twenty-Three Million (1,823,000,000), of which Twenty-Three
Million {23,000,000) shares shall be Preferred Stock without par value
and One Billion Eight Hundred Million (1,800,000,000) shares shall be
Common Stock having a par value of Thirty Cents (30.30) each.

L The Preferred Stock may be issued from time to time in one or
more series, each of such series to have such designation, preferences and
relative, optional or other rights, and qualifications, limitations or
restrictions thereof, as are stated and expressed herein, or in a resolution
or resolutions providing for the issue of such series adopted by the Board
of Directors as hereinafter provided.

d



{1. (a) The 1,688,850 shares of the corporation's Preferred
Stock issued and outstanding on April 25, 1947, shall
constitute a series of Preferred Stock, designated as
"Preferred Stock--$4.50 Series" (hereinafter sometimes
called the "$4.50 Series Stock"). The Board of

- Directors may from time to time authorize the issuance
of additional shz}res of Preferred Stock as $4.50 Series
Stock. :

(b) The shares of $4.50 Series Stock shall bear dividends at
the rate of Four Dollars and Fifty Cents ($4.50) per
* annum from and after April 25, 1947, provided,
however, that any shares of said Series issued after April
25, 1947 shall bear dividends from and after such date or
dates as the Board of Directors from time to time may
determine. :

(c) In the event of any liquidation or dissolution or
winding-up of the corporation, whether voluntary or
involuntary, the Preferred Stock--$4.50 Series shall
entitle the holders thereof to be paid, in the event of any
involuntary liquidation or dissolution or winding-up of
the corporation, One Hundred Dollars ($100.00) per
share with all unpaid accumulated dividends thereon to
the date of such payment or, in the event of any
voluntary liquidation or dissolution or winding-up of the
corporation, One Hundred Fifteen Dollars (§115.00) per
share with all unpaid accumulated dividends thereon to
the date of such payment.

(d) The Preferred Stock--$4.50 Series shall be subject to
redemption on or before April 25, 1952 at One Hundred
Twenty-five Dollars ($125.00) per share and
accumulated dividends thereon to the date of
redemption, and thereatter at One Hundred Twenty
Dollars ($120.00) per share and accumulated dividends
thereon to the date of redemption, upon the terms and in
the manner as hereinafter provided.

HI. " Authority is hereby expressly granted to the Board of
Directors of the corporation, subject to the provisions of this Article
FOURTH, to authorize the issue of one or more series of Preferred Stock
in addition to the $4.50 Series and with respect to each such series to fix
by resolution or resolutions providing for the issue of such series:



(a) The number of shares to constitute such series and the
distinctive designation thereof;

(b) The dividend rate on the shares of such series and the
date or dates from which dividends shall accumulate;

(c) The amount per share over and above any accumulated
dividends thereon which the shares of such series shall
be entitled to recetve upon redemption;

(d) The amount per share over and above accumulated
dividends which such series shall be entitled to receive
(1) upon involuntary liquidation or dissolution or
winding-up of the corporation, which amount shall not
exceed $100.00 a share, and (2) upon voluntary
liquidation or dissolution or winding-up of the
corporation; and

(e) The rights, if any, which the shares of such series may
have for conversion into shares of any other class or
classes or any other series of the same or any other class
or classes of stock of the corporation.

All shares of any one series of Preferred Stock shall be identical
with each other in all respects, except that shares of any one series 1ssued
at different times may differ as to the dates from which the initial
dividends thereon shall accumulate; and all series shall rank equally and be
identical in all respects, except as permitted in the foregoing provisions of
this Section IIL.

[IIA. A new series of Preferred Stock without par value of the
corporation shall have the designation, the number of shares to be issued,
the dividend rate, the redemption price and the amount payable upon
liquidation or dissolution or winding up of the corporation with respect to
such new series of Preferred Stock without par value as follows, such.
attributes to be in addition to the other provisions set forth in this Article
Fourth, which are applicable to all shares of Preferred Stock without par
value irrespective of any variations between the shares of Preferred Stock
without par value of the different series.

(a) The new series of Preferred Stock without par value of
the corporation is designated Preferred Stock - $3.50
Series; '

6
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(b) Preferred Stock - $3.50 Series is authorized to be issued
in the amount of 700,000 shares;

(¢) The dividend rate on the Preferred Stock - $3.50 Series
- shall be $3.50 per share per annum and no more, and
dividends on the 700,000 shares of Preferred Stock -
$3.50 Series shall accumulate from and after April 25,
1947; .

(d) The amount per share over and above any accumulated
dividends thereon which the shares of Preferred Stock -
$3.50 Series shall be entitled to receive upon redemption
is as follows: if redeemed on or before April 25, 1952,
$107.00 a share; thereafter on or before April 25, 1955,
$106.00 a share; thereafier on or before April 25, 1558,
$105.00 a share; thereafter on or before April 25, 1961,
$104.00 a share; thereafter on or before April 25, 1964,
$103.00 a share, and thereafter, $102.00 a share; and

(e) “~The amount per share over and above accumulated -
dividends which the shares of Preferred Stock - $3.50
Series shall be entitled to receive upon involuntary
liquidation or dissolution or winding-up of the
corporation is $100.00 a share, and upon voluntary
liquidation or dissolution or winding-up of the
corporation is $107.00 a share.

IV. The Preferred Stock shall entitle the holders thereof to
receive,” when and as declared from the surplus or net earnings of the
corporation, cumulative dividends, payable quarterly on such dates as the
Board of Directors may determine, at the rates fixed herein or fixed by
the Board of Directors for the respective series, as herein provided, and
no more, which dividends shall be paid or set apart before any dividend
shall be set apart or paid on the Common Stock. The dividend payment
dates for all series of Preferred Stock shall be the same and no dividends
shall be declared on any series in respect of any quarterly dividend
payment unless there shall likewise be or have been declared on all shares
of Preferred Stock of each other series at the time outstanding like
proportionate dividends ratably in proportion to the respective annual
dividend rates fixed therefor.

V. In the event of any liquidation or dissolution or winding-up of
the corporation, whether voluntary or involuntary, the Preferred Stock
shall entitle the holders thereof to be paid the amounts fixed herein or
fixed by the Board of Directors for the respective senes as herein



provided, including all uhpaid accumulated dividends thereon to the date
of such payment, before any amount shall be paid to the holders of the
Common Stock of the corporation. '

Such payments to the holders of the Preferred Stock shall be made
without preference or priority of one series over any other series and shall
be made before any amount shall be paid to the holders of the Common
Stock. If the assets of the corporation distributable upon any such
liquidation or dissolution or winding-up of the corporation shall be
insufficient to permit the payments to the holders of the Preferred Stock
of the full amounts above provided for, including an amount equivalent to
all unpaid accumulated dividends as aforesaid, the said assets shall be
allocated to the respective series of Preferred Stock in the ratios that such
aggregate liquidation value of the issued shares of each series bears to the
aggregate liquidation value of the issued shares of all series of Preferred
Stock as fixed for the respective series of Preferred Stock in the
Certificate of Incorporation or in the resolution or resolutions of the
Board of Directors providing for the issuance of the respective series, and
shall be distributed among the holders of the respective series of Preferred
Stock according to their respective shares. '

V1. The Preferred Stock of any series shall be subject to
redemption at any time in whole or in part at the amount fixed herein, or
fixed by the Board of Directors as herein provided, for the redemption of
such series including an amount equivalent to all unpaid accumulated
dividends thereon, upon not less than sixty days' notice addressed to the
respective holders of record of the stock to be redeemed at their
addresses as the same shall appear on the stock transfer records of the
corporation in such manner as the Board of Directors shall determine.

VII. The holders of the Preferred Stock shall have no voting power
on any questions whatsoever except as otherwise provided by law, and
except that in the event that the corporation shall fail to pay any dividend
on the Preferred Stock when it regularly becomes due and such default
shall continue for the period of six (6) months, then until but not after
such time as accumulated and unpaid dividends on all outstanding
Preferred Stock of all series shall have been paid, the holders of the
outstanding Preferred Stock shall have the exclusive right, voting
separately and as a class, to elect two directors or, if the total number of
directors of the corporation be only three, then only one director, at each
meeting of the stockholders of the corporation held for the purpose of
electing directors. At all meetings of stockholders held for the purpose of
electing directors at which the holders of Preferred Stock shall have the .
exclusive right, voting separately and as a class, to elect any directors as
aforesaid, the presence in person or by proxy of the holders of a majority



of the outstanding shares of Preferred Stock shall be required to
constitute a quorum of such class for the election of any directors by
holders of Preferred Stock, as a class, provided, however, that the
absence of a quorum of the holders of Preferred Stock shall not prevent
the election at any such meeting or adjournment thereof of the remaining
directors for whose election a class vote of the holders of Preferred Stock
1s not required, if the necessary quorum of the stockholders entitled to
vote in the election of such remaining directors is present in person or by
proxy in accordance with the by-laws of the corporation; and provided
further, that in the absence of a quorum of the holders ot Preferred Stock,
a majority of those holders of such Preferred Stock who are present in
person or by proxy shall have power to adjourn the election of those
directors to be elected by their class from time to time without notice
other than announcement at the meeting until the requisite amount of
holders of Preferred Stock shall be present in person or by proxy.

The holders of Common Stock shall have the night to vote on all
questions to the exclusion of all other stockholders except as hereinbefore

~ specifically stated. -

V1I. Whenever, at any time, full accumulated dividends as aforesaid
for all past dividend periods and for the current dividend period shall have
been paid, or declared and set apart for payment, on the then outstanding
Preferred Stock, the Board of Directors may declare dividends on the
Common Stock of the corporation. -

[X. Upon any liquidation or dissolution or winding-up of the
corporation, whether voluntary or involuntary, the assets and funds of the
corporation remaining, after the payments have been made to the holders
of the Preferred Stock, as provided in Section V hereof, shall be divided
and paid to the holders of the Common Stock according to their
respective shares.

X. From time to time the Preferred Stock or the Common Stock
may be increased according to law.

X1. From time to time the Preferred Stock and the Common Stock
may be issued in such amounts and proportions and for such
consideration as may be fixed by the Board of Directors, or, in the case of
Common Stock issued upon the exercise of the options referred to in
Section XIII hereof, as provided in such Section.
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X1l No stockholder of the corporation, of whatever class or series,
shall have any preemptive or preferential right of subscription to any
shares of any series of the Preferred Stock of the corporation, authorized
hereunder or under any amendment hereof, or to any obligations
convertible into said Preferred Stock of any series of the corporation,
issued or sold, nor any right of subscription to any thereof other than
such, if any, as the Board of Directors of the corporation in its discretion
from time to time may determine, and the Board of Directors may issue
said Preferred Stock of any series of the corporation, or obligations
convertible into said Preferred Stock of any series, without offering said
Preferred Stock, or said obligations, either in whole or in part, to any
stockholders of the corporation.

No holder of any shares of the Preferred Stock of any series of the
corporation shall have any preemptive or preferential right of subscription
to any shares of stock of any class of the corporation, or to any
obligations convertible into shares of stock of any class of the
corporation, issued or sold, nor any right of subscription to any thereof
other than such, if any, as the Board of Directors of the corporation in its
discretion from time to time may determine.

XII1. The Board of Directors may create and issue to employees
(including officers and directors) of this corporation, or of any
corporation in which this corporation shall directly or indirectly own ﬁfty
per cent or more of the voting stock, options to purchase the
corporation's Common Stock in accordance with the terms of any duly
adopted compensation plan. The shares of stock so optioned may be
unissued, or issued and reacquired shares of Common Stock of the.
corporation, as shall be determined by the Board of Directors, and the
Board shall have power to take all action necessary and appropriate in
connection with any such issuance or sale of shares. The options shall be
evidenced by such instruments as shall be approved by the Board of
Directors. The terms upon which, the time or times at or within which,
and the consideration for which such options 'may be issued, and for
which any shares of stock may be issued or sold by the corporation upon
the exercise of such options, shall be such as shall be stated in the
resolution or resolutions adopted by the Board of Directors providing for
the creation and issuance of such options and, in every case, set forth or
incorporated by reference in the instrument or instruments evidencing
such options. The judgment of the Board of Directors as to the
consideration and sufficiency thereof for the issuance of such options and
for the issuance or sale of stock pursuant to the exercise thereof shall be
conclusive.
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Any standing committee duly designated by resolution passed by a
majority of the whole Board of Directors and consisting of two or more
of the directors, shall have and may exercise any or all of the rights,
powers and tunctions of the Board of Directors specified in this Section
X11l, or otherwise pertaining to any duly adopted compensation plan, to
the extent provided in a resolution passed by a majority of the whole
Board or in the By-Laws of the corporation.

XIV. The amount of capital stock with which this corporation will
commence business is Seventy-five Hundred Dollars (§7500).

Fifth:--The names and places of residence of each of the original
subscribers to the capital stock and the number of shares subscribed for

by each are as follows:

Number
Name - Residence of Shares
Pierre S. du Pont Christiana Hundred,
Delaware, 25
John J. Raskob Brandywine Hundred,
Delaware, 25
John P. Laffey Wilmington, Delaware, 25

Sixth:--The corporation is to have perpetual existence.

Seventh:--The private property of the stockholders shall not be
subject to the payment of corporate debts to any extent whatever.

Eighth:--The number of the directors of the corporation shall be
fixed from time to time by the by-laws and the number may be increased
or decreased as therein provided.

In case of any increase in the number of directors the additional
directors shall be elected as provided by the By-laws by the directors or
by the stockholders at an annual or special meeting.

In case of any vacancy in the Board of Directors for any cause the
remaining Directors by affirmative vote of a majority of the whole Board
of Directors may elect a successor to hold office for the unexpired term
of the Director whose place is vacant and until the election of his

SucCcessor.
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In furtherance, but not in limitation of the powers conferred by law,
the Board of Directors are expressly authorized:

(2)

(b)

(d)

(e)

(0

To hold their meetings outside of the State of Delaware
at such places as from time to time may be designated by
the By-laws or by resolution of the Board. The By-laws
may prescribe the number of directors necessary to
constitute a quorum of the Board of Directors, which
number may be less than a majority of the whole number
of directors.

To appoint the regular officers of the corporation, and

“such other officers as they may deem necessary for the

proper conduct of the business of the Company.

To remove at any time any officer elected or appointed
by the Board of Directors but only by the affirmative
vote of a majority of the whole Board of Directors.

To remove any other officer or employee of the
corporation or to confer such power on any committee
or superior officer of the corporation, unless such
removals are otherwise regulated by the By-laws.

To appoint standing committees by the affirmative vote
of a majority of the whole Board, and such standing
committees shall have and may exercise such powers as
shall be conferred or authorized by the By-Laws.

To issue the stock of every class in such amounts and
proportions as they may determine up to the total
amount of the authorized capital stock or any increase
thereof, subject, however, to the provisions of this
certificate.

- From time to time to fix and determine and to vary the

sum to be reserved over and above its capital stock paid
in as working capital before declaring any dividends
amonyg its stockholders; to direct and determine the use
and disposition of any surplus or net profits over and
above the capital stock paid in; to fix the time of
declaring and paying any dividend, and, unless otherwise
provided in the By-laws, to determine the amount of any
dividend. All sums reserved as working capital or
otherwise may be applied from time to time to the
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acquisition or purchase of its bonds or other obligations
or shares of its own capital stock or other property to
such extent and in such manner and upon such terms as
the Board of Directors shall deem expedient, and neither
the stock, bonds or other property so acquired shall be
regarded as accumulated profits for the purpose of
declaring or paying dividends unless otherwise
determined by the Board of Directors, but shares of such
capital stock so purchased or acquired may be resold,
unless such shares shall have been retired for the purpose
of decreasing the Company's capital stock as provided
by law.

(h) From time to time to determine whether and to what
extent, and at what times and places, and under what
conditions and regulations the accounts and books of the
corporation, or any of them, shall be open to the
inspection of the stockholders, and no stockholders shall
have any right to inspect any account or book or
document of the corporation, except as conferred by
statute or authorized by the Board of Directors or by a
resolution of the stockholders. '

(1)  Subject always to By-laws made by the stockholders, to
make By-laws; and, from time to time, to alter, amend or
repeal any By-laws; but any By-laws made by the Board
of Directors may be altered or repealed by the
stockholders at any annual meeting, or at any special
meeting, provided notice of such proposed alteration or
repeal be included in the notice of the meeting.

(5)  With the written assent, without a meeting of the holders
of two-thirds of its stock, or pursuant to the affirmative
vote, in person or by proxy, at any meeting called as
provided in the By-laws, of the holders of two-thirds of
its stock, issued and outstanding, the Board of Directors
may sell, convey, assign, transfer or otherwise dispose
of, the property, assets, rights and privileges of the
corporation as an entirety, for such consideration and on
such terms as they may determine.

Ninth:--A director of the corporation shall not be personally liable
to the corporation or its stockholders for monetary damages for breach of
fiduciary duty as a director, except for liability (i) for any breach of the
director’s duty of loyalty to the corporation or its stockholders, (ii) for
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acts or omissions not in good-faith or which involve intentional
misconduct or a knowing violation of law, (iii) under Section 174 of the
General Corporation Law of Delaware, or (iv) for any transaction from
which the director derived any improper personal benetit. 1f the General
Corporation Law of Delaware is amended after approval by the
stockholders of this article to authorize, corporate action further
eliminating or limiting the personal liability of directors, then the liability
of a director of the corporation shail be eliminated or limited to the full
extent perrnitted by the General Corporation Law of Delaware, as so
amended. : '

Any repeal or modification of the foregoing paragraph by the
stockholders of the corporation shall not adversely affect any right or
protection of a director of the corporation existing at the time of such
repeal or modification.

4. This Restated Certificate of Incorporation was duly adopted
by the Board of Directors in accordance with Section 245 of the General
Corporation Law of the State of Delaware.

5. This Restated Certificate of Incorporation shall be effective at
5:00 p.m. Eastern Daylight Time on May 29, 1997. '

IN WITNESS WHEREOF, said E. I. du Pont de Nemours and
Company has caused this certificate to be signed by Howard J. Rudge, its
Senior Vice President and General Counsel, and attested by Louise B.
Lancaster, its Secretary, this 25th day of May, 1997.

E. I. DU PONT DE NEMOURS AND COMPANY

By: HOWARD J. RUDGE
Senior Vice President and General Counsel

ATTEST:

By LOUISE B. LANCASTER
Secretary
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[ hereby certify that the within and foregoing is a true and correct
copy of the Restated Certificate of Incorporation of E. I. du Pont
- de Nemours and Company.

Witness my hand and the corporate seal ot the Company this
day of 1o

By:

Secretary
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These are the glowing hues of the DuPont™ Artistri™
technology, created by uniting the company’s rich history in
textiles with its innovative color and ink technology
strengths. Paired with the DuPont™ Ink Jet 3210 printer
(below), these brilliant inks rapidly transform plain fabric
into a riot of glorious patterns.

As the first fully integrated, production capable, digital
textile printing solution, this pioneering system ushers the
textile iridusfry into a polychromatic new era. It delivers the
speed, affordability and excellence manufacturers need to
introduce more designs and to profitably and quickly
produce ismall quahtities of high quality fabrics. With
Artistri™,; living just got more colorful.

DuPont is a science company, delivering science-based
solutions that make a difference in people’s lives in food
and nutrition; health care; apparel; home and construction;
electronics; and transportation. DuPont has a portfolio of
2,400 trademarks, including such well-known consumer
brands as Lycra®, Teflon®, Stainmaster®, Kevlar®, Nomex®,
Tyvek®, Dacron®, Cordura®, Corian® and CoolMax®. The
company operates in 70 countries worldwide. It has an
enduring set of core values which include safety, health,
environmental protection, ethical behavior and treating all
people fairly and with respect, DuPont has been in
continuous operation since 1802 and currently employs
93,000 people worldwide.




CORPORATE HIGHLIGHTS

(Dollars in millions, except per share)

Operating Results

Sales

Income from Continuing Operations
before One-time Items

Income from Continuing Operations

Discontinued Operations

Net Income

Depreciation and Amortization

Capital Expenditures

Research and Development Expense

Financial Position, Year End

Total Assets
Total Debt
Stockholders’ Equity

Data Per Common Share

Earnings from Continuing Operations

before One-time Items - Diluted
Earnings from Continuing Operations — Diluted
Earnings from Discontinued Operations — Diluted
Earnings — Diluted
Dividends
Market Price Range

Other Totals, Year End

Shares of Common Stock Outstanding (millions)
Common Stockholders of Record (thousands)
Employees (thousands)

2000

$28,268

$

& A A A e

2,878
2,314
2,314
1,860
2,022
1,776

$39,426

$

9,905

$13,299

A A

$

$74-

2.73
2:19
2.19
1.40
3876

1,039
132
93

1999

$26,918

P A A A A B A

2,843
219
7,4717
7,690
1,690
6,988 7
1,617

$40,777
$11,566
$12,875

Lo

$

2.58
0.19
6.80
6.99
1.40

$75%/16—50"1¢

1 Includes $7,306 net gain from Conoco exchange offer. (See Note 9 to the Financial Statements.)

2 Includes strategic acquisitions. (See Note 25 to the Financial Statements.)

1,045
140
94




DuPont in 2000 had a strong year, but by no means an ideal one. We
confronted dramatically higher prices for oil and natural gas, a weak euro and
keen Asian competition. We reported earnings growth in the face of these
challenges. However, our financial performance fell short of the levels that we
had hoped for. The result was a disappointing 27 percent drop in the price of
DuPont shares.

Thanks to the dedicated efforts of our 93,000 employees, we worked
creatively to counter the unfavorable macroeconomic conditions. Earnings per
share, excluding one-time items, increased 6 percent — a very solid
performance. The last time energy prices rose to a comparable degree — in
1990-91 — chemical earnings dropped 30 percent. This time we overcame
$1 billion of additional costs from higher raw materials and energy prices and
negative currency impacts.

The geographic diversity of our company contributed greatly to this suc-
cess. As U.S. earnings dropped during the second half of 2000, our businesses
outside of the United States continued to provide substantial earnings growth.

We also carefully managed our cash, reducing capital expenditures and
paying down net debt by $1.7 billion. As a result, we ended the year in a
stronger financial position than we began, despite the difficult economic
environment we faced.

There were also several important developments during 2000:

B We took a significant step in redefining and focusing our business portfolio
when we announced in December the intent to separate DuPont
Pharmaceuticals. Separating DuPont Pharmaceuticals was a difficult decision
considering the many strengths of the business, particularly its employees,
exciting early-stage pipeline, and strong HIV and cardiovascular franchises.
But we concluded that the full value of the business can best be realized
outside of DuPont.

®  We began executing against our $2.5 billion share buyback program.

®m We introduced DuPont™ Sorona™, the most recent addition to our overall
polymer science and technology platform. It will be our first bio-based material
— integrating biology and chemistry — when we convert production of a key
intermediate to a biological route in 2003.

B DuPont and General Mills announced plans to collaborate in developing and
marketing soy-based foods to consumers, a major new growth opportunity.

B We acquired UNIAX Corporation, a start-up company that has produced the
world’s first polymer-based plastic display used as an alternative to liquid
crystal display (LCD) technology in information devices such as laptop computers
and cell phones — a $20 billion market. Alan J. Heeger of the University of
California at Santa Barbara, co-founder and consultant to UNIAX Corporation,
was one of three scientists who shared the 2000 Nobel Prize in Chemistry for
the discovery and development of conductive polymers.

®  Our world-class seed business, Pioneer, introduced 27 new corn hybrids
and 26 new soybean varieties for the 2001 season. Pioneer also had a very
successful 2000 season with revenues up 5 percent and operating results up
almost 20 percent versus 1999 on a comparable full year basis.
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m  We introduced DuPont™ Zodiag™ quartz surfaces, a new brand and
product category for continued growth in the home and architectural surfaces
market. Zodiag™' is a complement to the very successful DuPont™ Corian®
franchise.

m DuPont and Unifi Inc. announced a manufacturing alliance to optimize
manufacturing facilities, increase productivity and improve product quality for
the production of partially oriented polyester filament yarn.

m DuPont teamed with the U.S. Centers for Disease Control and Prevention
(CDC) to evaluate the role of our RiboPrinter® microbial characterization
system to enhance the CDC’s state-of-the-art foodborne bacterial surveillance
network.

The progress we achieved in the face of significant challenges underscores
what we have communicated all along: The fundamentals of our company are
strong. Our strategies are sound. We have businesses that can win in the
marketplace. We have the technology platforms to keep them competitive. We
have talented people who can lead them to success.

DuPont is a science company committed to sustainable growth. As we
approach our third century of operation, we are one of the premier science
companies in the world. We are confident we can bring our science to bear on
the world’s human needs, while decreasing the environmental footprint of our
operations wherever we operate.

Our excellence in chemistry and engineering, which built the modern
DuPont company in the 2oth century, is now complemented by an equally
world-class capability in biology. These are the technology drivers for DuPont.
We are already seeing that some of the most exciting and profitable opportu-
nities for business growth in the future will come from the integration of differ-
ent areas of scientific expertise. That process is a familiar and historic one at
DuPont, and integrated science is a key strategic thrust. To make this process
as effective as possible, we are listening carefully to our customers so we can
create the products that they will value most.

We are also continuing emphasis on our two other strategic pathways that
| spoke of in last year's annual report. We have made good progress in
knowledge intensity — adding value to our product offerings through service,
design, branding or information. For example, earlier this year we introduced
DuPont™ Artistri™ technology and the DuPont™ Ink Jet 3210 printer, the first
fully integrated, production-capable, digital textile printing system. We have
taken our knowledge of ink jet inks and textiles and shifted our business
model. Instead of simply selling inks, we are offering the customer a complete
solution that enables us to capture more of the downstream value created by
DuPont innovation.

As for operational drivers of growth, productivity improvement through Six
Sigma leads the way. At year-end 2000 we had 1,100 black belts (advanced
project leaders) and 1,700 green belts (intermediate project leaders) working
on 4,200 ongoing or completed projects. The actual annualized pretax benefit
of completed projects at the end of the year 2000 was $370 million.

In the pages that follow this letter, we offer some examples of how our
three strategic pathways of integrated science, knowledge intensity and Six




Sigma productivity are propelling us toward our overall goal of sustainable
growth. | encourage you to review these vignettes. They are a small sample of
our many activities underway around the world.

We remain a company in transformation. Our focus is sharp and our
understanding of our strengths and competitive realities is clear. The two
charts on these pages illustrate our revenue sources from technology and
market perspectives.

One chart identifies four “technology platforms.” These platforms
describe the science that underpins our businesses. It should come as no
surprise that businesses based on polymer technologies continue to account
for a high percentage of our revenue. But electronics and biology are growing
fast, and they will take on an increasingly important role in our overall
science mix as the decade progresses.

The other chart shows the broad market categories that are important to
us. The traditional markets for DuPont chemicals and materials will remain
critical to our success for the foreseeable future. But even faster revenue
growth could come from our businesses that serve customers in food, health,
and electronics.

DuPont businesses are being managed differentially. We have clear mile-
stones for the next eight quarters. We are focused on the customer, keeping
costs in line with the business environment, and managing businesses accord-
ing to their market and competitive realities.

Finally, we bring to our overall effort the added competitive advantage of
DuPont’s solid set of core values. Our values are the glue that binds our
businesses together and makes our company strong wherever we operate in
the world.

Despite the stress of a difficult year, we did not relax our emphasis on
safety and the environment. We ended the year with significantly fewer lost
workday cases than the year before. Our total recordable injury rate is more
than three times better than the average for all industry. We completed 2000
without a single significant process incident and zero “Category A” environ-
mental incidents (those with an impact off site). DuPont people are among the
most ethical business people in the world. Also, we are recognized by inde-
pendent organizations as a company that treats people fairly while fostering
opportunity and growth for all employees.

As for the near future, we know that the business environment in 2001 will
remain volatile. We are facing unfavorable macroeconomic factors and
increased competitive pressures. The first half will be especially tough, and we
will have to run as lean as possible. But we have not taken our eye off our goal
of sustainable growth. We continue to deliver “The miracles of science” to
people around the world as we provide solutions for our customers and focus
on creating value for our shareholders.

Chod

Chad Holliday, chairman and ceo March 2, 2001




The overriding objective at DuPont today is sustainable growth. CEO Chad
Holliday says, “We believe business growth is every bit as essential in this
equation as sustainability. In the 21st century, we will not have one without the
other. Economic growth will remain a central element of successful corpora-
tions and successful societies. But the environmental aspect of growth in the
future must be different than in the past.”

A sustainable growth company builds value for shareholders and society
while decreasing its environmental footprint. It fulfills the needs of a growing
world population using the best forms of technology while minimizing risk and
environmental impact.

As DuPont transforms itself, the questions being asked include: Do the
businesses and technologies that the company is building lend themselves to
sustainable models? What actions must DuPont take now to make sure that
the company is able to maintain sustainable growth in the new century?

The company’s businesses in food and nutrition, such as Pioneer and
Protein Technologies, demonstrate the sustainable growth model by address-
ing pressing human needs while emphasizing renewable resources. DuPont is
also reducing the environmental impact of operations and products based on
its chemical and polymer technology platforms and looking to increased use of
renewables in those areas as well.

But sustainable growth is not something that a company accomplishes by
itself. Companies and the societies in which they exist are integrally related.
An emerging area of importance is “corporate social responsibility.”

Corporate social responsibility has many facets, from charitable giving to
community outreach, from environmental protection to concern for human
rights. DuPont has clearly established itself as a leader in this regard. In the
most recent Fortune survey of America’s Most Admired Companies, DuPont
ranked first in the category of social responsibility.

But the company’s leadership and its people never lose sight of the fact
that the primary reason society allows DuPont to operate is because of the
value it brings to the world through its products and services. The manner in
which it does that is both the challenge and opportunity inherent in the idea of
sustainable growth.
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For years, color digital inks have washed the world’s documents in gloriously
vivid rainbow shades. Now, fabrics are dressing in vibrant hues through
DuPont™ Artistri™ technology and the DuPont™ Ink Jet 3210 printer.

Together, they comprise the first fully integrated, production-capable
digital textile printing system. Developed by the DuPont Ink Jet business, the
system is specifically designed for the home furnishings market that includes
bed coverings, sheets, pillowcases and comforters as well as curtains,
draperies, upholstery and table linens.

“This is a breakthrough offering for the textile printing industry,” says Rick
Baird, director DuPont Ink Jet. “We’ve combined speed, quality and
affordability to deliver what textile printers have been seeking — design
flexibility and the ability to profitably and quickly produce high-quality
samples and short-run jobs. We’ve leveraged our rich history in textiles with
our innovative color and ink technology strengths to deliver this system.”

The offering has three components: the Ink Jet 3210 printer; the DuPont
Artistri" Color Control and Management System; and DuPont™ Artistri™ ink.
Operating as a unit, the components scroll out up to 3.2-meter widths of richly
hued, meticulously detailed fabric designs that drape beds, dress windows or
upholster furniture.

Customers range from specialized textile printers to integrated mills that
print, finish and convert their own fabric. They will depend on the system as a
business tool that helps unsnarl snags in traditional screen printing processes.




Knowledge Intensity, as practiced by DuPont, creates value from experience,
know-how and brand equity. Safety, for example, has been a DuPont core value
and operational specialty for nearly two centuries. Similarly, the company’s
hallmark is innovative science such as the polymerization research that pro-
duced nylon and set in motion the modern materials revolution.

Combining the science of safety and the science of materials yielded the
DuPont Protective Apparel Marketing Company which offers the strengths of
DuPont protective apparel products — DuPont™ Tyvek® brand protective mate-
rial, DuPont™ Tychem® chemical protective fabrics, DuPont™ Kevlar® brand
fiber, DuPont™ Nomex® brand fiber and DuPont™ Sontara® spunlaced fabric.

“We field a dedicated sales force of some two dozen regional managers to
spread the word about protecting industrial and emergency workers,” reports
Craig Wallentine, president, DuPont Protective Apparel Marketing Company.
l “Our aim is threefold: offer customers a local expert to contact when making

protective apparel decisions; apply the best knowledge available within
DuPont to help customers correctly select protection for their application; and
then deliver the appropriate products, technology and services.”
; In addition to improving worker protection, saving customers money is a
frequent side benefit. “A California utility customer had been using a compet-
ing, disposable protective suit and actually washing it after use,” notes John
Dubienny, a regional manager. “| recommended a coverall of Tychem® that had
a lower unit cost and no associated handling costs. They’ve saved money.”

Dubienny’s relationship also kindled related discussions about suits of
Nomex® that utility workers wore against fire and electrical arc hazards. “They
wanted increased breathability and comfort in the hot, humid California
climate and were evaluating a competitor’s product for those qualities.
DuPont Protective Apparel gave me the contacts, knowledge and most of all,
opportunity to arrange wear tests of a new, enhanced Nomex® that addresses
those very concerns.”




The Six Sigma team
of (left to right)
Bob Srubar, black
belt, Cheryl Murphy,
supply chain
scheduler,
Brad Kulesza,
product safety
manager, and
Kevin Murphy,
logistics manager,
along with Jerry
Schweiger in
Houston and
Ron Scharfer in
Louisville,
“debottlenecked”
distribution of

hydrochloric acid.

Six Sigma literally
means 3.4 defects
per million
occurrences. A
defect is anything
that results in
customer

dissatisfaction.

By the end of 2001,
one of every 10
DuPont employees
will be participating
in Six Sigma

projects.
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Productivity improvement with Six Sigma is a major driver of growth. Any
project that contributes measurably to cost savings, revenue increase,
customer satisfaction or a key business strategy qualifies for Six Sigma. Two
examples — out of more than 4,000 current or completed projects — highlight
the scope of Six Sigma at DuPont.

Hydrochloric acid (HCI) is a marketable byproduct from the manufacture of
DuPont™ Suva® refrigerants and DuPont™ Dymel® propellant produced by
plants in Kentucky and Texas. During peak production periods of the high-
value refrigerants and propellants, distribution channels could not effectively
move all the HCl being generated, resulting in a bottleneck that curtailed
refrigerant and propellant production and hindered sales.

Using process mapping, supply chain statistical studies and cause and
effect analysis, a Six Sigma team discovered the rail fleet was not meeting peak
shipping demands. The team helped expand production by improving sales,
operations and logistics planning practices; using monthly analyses of rail and
truck fleet needs; improving railcar maintenance turnover; and linking
production and sales plans with HCl customers. These improvements resulted
in cost savings and increased sales estimated at $15 million in pretax operat-
ing income for DuPont Fluoroproducts.

Protein Technologies International (PTI) collaborated with one of its major
customers to save both companies money and solidify the business relation-
ship. The customer first used Six Sigma to identify the inconsistency of protein
solution solids as a source of processing variability. This problem resulted in
additional batch calibration, product usage, maintenance and cost, and it
affected the quality of the final product.

A Six Sigma team of PTl and customer employees identified a process
owner, thoroughly documented the protein solution preparation process,
directed a basic overhaul of the preparation system, and wrote a detailed con-
trol plan. The customer will realize a recurring increase in pretax operating
income of approximately $200,000, while PTI gained improved customer
satisfaction and additional revenue of approximately $75,000.




DuPont Displays Technologies intends to become a leading supplier of innova-
tive polymer-based display technology for devices such as cell phones,
personal digital assistants, notebooks and high definition TV. Based on the
company’s strength in polymer science, the business is investing in opportu-
nities to build a broad base of intellectual property and manufacturing expertise
to develop the next generation display.

“The market is being driven by expanding content and services that will be
delivered to users via the Internet and wireless technology,” says Chet
Pribonic, vice president and general manager, DuPont Displays Technologies.
“Current display platforms, such as glass based active and passive liquid
crystal displays, are considered too limiting because they are expensive, have
long lead times, aren’t bright enough, consume too much power and, of critical
importance for portable devices, are too heavy. We are working on new gener-
ation displays, such as Organic Light Emitting Diodes (OLEDs), which promise
advantages in all these areas.”

DuPont 7Technologies acquired UNIAX Corporation, a Santa Barbara,
California, company that has produced the first polymer-based plastic display.
The company’s low voltage, direct current emissive displays utilize a thin layer
of electroluminescent polymer as their active light emitting layer. Unique
among emerging alternative display technologies, they offer the prospect of a
flexible, very thin display made entirely of plastic materials.

DuPont also invested in Alien Technology Corporation, a company based in
Morgan Hill, California. Alien has developed a manufacturing technology that
enables display electronics to be efficiently embedded in a wide range of
materials, including plastic film.

“The clash between demands for increased information density on
displays and lower cost is expected to push current display technologies
toward obsolescence,” says Pribonic. “We are making strategic investments
that will enable us to bring innovation to the marketplace and play a key role in
supporting DuPont sustainable growth initiatives in the new economy.”




A key ingredient in the manufacture of DuPont™ Sorona™ — the company’s
newest polymer platform — has been successfully produced using a fermenta-
tion process based on corn sugar, a renewable resource. Until now, the
substance could only be produced from petrochemicals.

Known as 1,3 propanediol, or PDO, the chemical was produced in a pilot
plant at the Decatur, Illinois, facility of DuPont development partner Tate & Lyle,
a major producer of corn-based products. In the pilot operation, researchers
are refining the process to extract PDO material from the fermentation broth for
downstream purification.

Fundamental to the fermentation process is a patented microorganism
developed in partnership with Genecor International. Microbiologists have
progressively improved the microorganism’s efficiency of converting corn
sugar to PDO.

While Sorona™ has potential applications in a number of markets, the
textile fibers area offers the largest near-term potential. Fiber from Sorona™
polymers offers features that are particularly appealing to both manufacturers
and consumers, including stretch and recovery, softness, atmospheric dye-
ability, and all the easy-care attributes of polyester.

In 2000 DuPont Bio-Based Materials made significant strides toward the
commercialization of Sorona™, including the start-up of a continuous
polymerization manufacturing unit in Kinston, North Carolina. This Sorona’
polymer is being sold to customers around the world. The new Kinston plant
has the capability to switch to corn-based PDO once process economics and
market demand justify the change. Sorona™ made with PDO produced by
fermentation is expected by 2003.
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This review and discussion of financial performance should be read in conjunction with the letter to stockholders (pages 2-5)
and consolidated financial statements (pages 42-71).

Analysis of Continuing Operations

SALES

Consolidated sales in 2000 were a record $28.3 billion, $1.4 billion
or 5 percent above 1999. Of this increase, $1.1 billion was
attributable to portfolio changes, primarily sales resulting from the
Herberts and Pioneer acquisitions, partly offset by sales
reductions as formerly consolidated businesses in the Polyester
Enterprise were restructured into joint ventures and accounted for
using the equity method. Excluding portfolio changes, worldwide
sales increased 1 percent, as 2 percent higher volume was partly
offset by 1 percent lower U.S. dollar selling prices. Specialty
Fibers, Specialty Polymers and Pigments & Chemicals segments
had the most positive impact on volume. Performance Coatings &
Polymers, Specialty Fibers and Agriculture & Nutrition segments
had the most significant downward impact on the worldwide price
average. The decline in average worldwide U.S. dollar selling
prices continued a trend that began in 1995, largely reflecting the
currency impact of translating local country currencies into U.S.
dollars. The net effect of currency fluctuations during the year
reduced worldwide sales by 3 percent. Sales in the U.S. region
increased 5 percent, including 6 percent growth from portfolio
changes, 1 percent higher prices, and 2 percent lower volume.
Lower U.S. volume principally reflected declines in the
Pharmaceuticals, Specialty Fibers and Polyester Enterprise
segments. European region sales decreased 4 percent reflecting 9
percent lower U.S. dollar prices, 6 percent higher volume, and a
net reduction of 1 percent from portfolio changes. The net effect of
currency fluctuations during the year reduced European sales by
12 percent. Sales in the Asia Pacific region grew 15 percent
reflecting 10 percent volume growth, 3 percent higher U.S. dollar
prices, and a 2 percent benefit from portfolio changes.

Sales in 1999 reached a record $26.9 billion, 9 percent above 1998,
principally reflecting a $2.2 billion increase derived from business
acquisitions. Excluding portfolio additions, worldwide sales were
flat, as 3 percent higher volume was offset by 3 percent lower
selling prices. The Polyester Enterprise, Nylon Enterprise and
Specialty Polymers segments had the most significant downward
impact on the worldwide price average. The net effect on prices
from currency fluctuations during the year was negligible. Sales in
the U.S. region increased 5 percent, as 7 percent volume growth,
including 6 percent from acquisitions, was offset by 2 percent
lower prices. Excluding acquisitions, U.S. volumes grew
significantly in the Performance Coatings & Polymers,
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Pharmaceuticals and Specialty Fibers segments, while the
Agriculture & Nutrition and Polyester Enterprise segments had
lower volumes. European region sales increased 13 percent
reflecting the Herberts acquisition. Excluding the benefit of
Herberts, sales in the European region declined 5 percent,
reflecting flat volume and 5 percent lower prices, the latter due to
currency effect. Sales in the Asia Pacific region grew 22 percent
due to volume growth. Prices were flat as 5 percent lower local
prices were offset by a 5 percent currency benefit.

EARNINGS

Net income for the year 2000 was $2,314 million compared with
$7,690 million in 1999. The decrease in net income principally
reflects the absence of a $7,471 million after-tax gain recorded in
1999 on disposal of discontinued business (Conoco, the
company's former energy subsidiary). Earnings per share on a
diluted basis were $2.19 in 2000 versus $6.99 in 1999.

Income from continuing operations was $2,314 million or $2.19 per
share in 2000, compared with $219 million or $.19 per share in 1999.
These amounts include one-time items which were significant in
both years. For 2000, one-time items totaled a net after-tax charge
of $564 million, or $.54 per share, largely attributable to
restructuring activities, Pioneer purchase accounting and a write-
down of the company’s investment in WebMD to fair market
value. For 1999, one-time items resulted in a net charge of $2,624
million, or $2.39 per share. The most significant of these were a
write-off of in-process research and development in connection
with the acquisition of Pioneer, charges for impairment write-
downs and restructuring activities in several segments and a gain
recognized from the exchange of the company's investment in
WebMD for Healtheon/WebMD.

Diluted earnings per share from continuing operations excluding
one-time items were $2.73 in 2000 versus $2.58 in 1999, up 6
percent. Income from continuing operations excluding one-time
items was $2,878 million in 2000 versus $2,843 million in 1999, up 1
percent. Earnings per share increased 6 percent primarily due to
reduced average common shares outstanding in 2000 versus 1999.
After-tax operating income (ATOI) excluding one-time items
increased 6 percent reflecting higher sales volume and local
selling prices, partly offset by significantly higher raw material
costs and the negative currency impact of the stronger U.S. dollar.
The increased ownership in Pioneer for a full year in 2000 versus
only the fourth quarter in 1999 increased ATOI by $206 million.
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Net income for the year 1999 was $7,690 million compared with
$4.480 million in 1998. The increase in net income principally
reflects a $7471 million after-tax gain on disposal of Conoco,
versus a similar gain of $2,439 million in 1998. Partly offsetting this
increase was a reduction in income from continuing operations
and the absence of 1998 income from operations of discontinued
business. Earnings per share on a diluted basis were $6.99 versus
$3.90in 1998.

Income from continuing operations before extraordinary item was
$219 million or $.19 per diluted share in 1999, compared with $1,648
million or $1.43 per diluted share in 1998. These amounts include
one-time items which were significant in both years. For 1999,
one-time items resulted in a net charge of $2,624 million, or $2.39
per share. The most significant of these were: 1) $2,186 million
charge to write off in-process research and development in
connection with the acquisition of the remaining 80 percent
interest in Pioneer; 2) charges of $484 million for impairment write-
downs and restructuring activities in the Nylon Enterprise,
Agriculture & Nutrition and Polyester Enterprise segments; and 3)
a gain of $208 million recognized from the exchange of the
company's investment in WebMD for Healtheon/WebMD. For
1998, one-time charges applicable to continuing operations totaled
$1,265 million.

Diluted earnings per share from continuing operations excluding
one-time items in 1999 were $2.58 versus $2.55 in 1998. 1999 income
from continuing operations excluding one-time items was $2,843
million versus $2,913 million in 1998, down 2 percent. Earnings per
share increased despite lower income because of reduced average
common shares outstanding in 1999 versus 1998. The $70 million
lower income excluding one-time items reflects 2 percent higher
ATOI more than offset by higher exchange losses and corporate
expenses. The increased ATOI is due to higher sales volume,
reduced variable cost per unit, and a lower effective income tax
rate, partly offset by lower selling prices and slightly higher fixed
costs. The combined impact of business portfolio changes including
the addition of Herberts, as well as the increased ownership interest
in DuPont Pharmaceuticals and Pioneer, was to reduce full-year
ATOI by about 1 percent. Full-year results were reduced by inclusion
of Pioneer's seasonal operating losses in the fourth quarter on a full
ownership basis and amortization of acquired intangibles.

Income tax expense and effective income tax rates were as follows:

2000 1999 1998
Income tax expense (dollars in millions) ~ $1,072  $1,410 $941

Effective income tax rate (EITR) 31.1% 83.4% 36.0%

The 2000 EITR of 31 percent and the 1998 EITR of 36 percent were
significantly lower than the 1999 EITR of 83 percent primarily due to
the absence of the write-off of acquired in-process research and
development in connection with the acquisition of Pioneer which
reduced earnings with no tax effect in 1999. Excluding one-time
items and related tax effects, the EITR in 2000 of 32 percent was
unchanged from 1999. Excluding one-time items and related tax
effects, the EITR in 1999 decreased to 32 percent from 34 percent in
1998 due to a lower effective rate on foreign earnings.

CORPORATE OUTLOOK

The company anticipates that most of the challenging economic
conditions experienced in North America during the second half
of 2000 will continue for at least the first half of 2001 and plans to
aggressively manage costs at levels commensurate with the
business environment.

The Agriculture & Nutrition and Pioneer segments are operating
principally in the stable but difficult crop production sector of the
U.S. farm economy. Both segments are expected to be adversely
affected, directly or indirectly, by high natural gas prices.
Therefore, earnings are expected to be moderately lower versus
2000. The Pharmaceuticals segment is expected to incur
substantial losses in the first half of 2001, reflecting decisions to
discontinue various promotional sales programs and thereby
reduce the amount of product in the distribution channel. The
company expects the Pharmaceuticals segment to return to
profitability in the second half of 2001. [n addition DuPont has
announced its intent to separate DuPont Pharmaceuticals from
the company.

For the remaining segments, which comprise the chemicals and
materials businesses, the company expects that high raw
material costs, including natural gas, and slower economic
growth will adversely affect earnings, particularly during the first
half of 2001. This reflects anticipated continuing weakness in the
apparel and motor vehicle markets and slower growth in the
construction industry — which are end-use markets for over 40
percent of the company's sales. In addition to the foregoing
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factors, earnings in 2001 will reflect modestly higher accruals for
pension and other postretirement employee benefit costs,
principally due to higher health care costs.

The company has accelerated operational initiatives to manage
costs in line with the business environment. Actions have been
taken to streamline logistics, production scheduling, purchasing
and other processes through Six Sigma; improve pricing and
product mix; reduce working capital and capital expenditures; and
strengthen focus on the customer. Through aggressive and
integrated management of these initiatives, the company expects
to mitigate some of the impact of adverse macroeconomic factors
while strengthening its businesses.

Discontinued Operations

On September 28, 1998, the company announced that the Board of
Directors had approved a plan to divest Conoco. On October 21,
1998, the company’s interest in Conoco was reduced to 69.5 percent
following an initial public offering of Conoco Class A common
stock. On August 6, 1999, the company completed the planned
divestiture through a tax-free split off whereby the company
exchanged its 436,543,573 shares of Conoco Class B common stock
for 147,980,872 shares of DuPont common stock. The company also
bought back 8 million shares for $646 million from non-U.S. persons
who were not eligible to participate in the tender offer. The
company's consolidated financial statements and notes report its
former petroleum business as discontinued operations.

The 1999 gain on disposal of discontinued business reflects the
company’s share of Conoco’s results of operations through
August 6, 1999, and the $7,306 million gain recognized by the
company from the completion of the split off. The gain from the
split off results from the difference between the market value and
the carrying value of the Conoco Class B common shares, less
direct expenses. The 1998 gain on disposal of discontinued
business reflects the company’s share of Conoco’s results of
operations from October 1to December 31, 1998, and the $2,586
million gain recognized by DuPont from the initial public offering
of Conoco Class A common stock.

In connection with the separation from DuPont, Conoco and DuPont
entered into a tax sharing agreement. Several matters under the tax
sharing agreement are currently in dispute between Conoco and
DuPont. Among other things, Conoco claims that DuPont owes
Conoco in excess of $250 million pursuant to the tax sharing
agreement. DuPont disputes that it owes this amount and believes
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that any settlement of the dispute will not be material to its financial
position, liquidity or the gain on disposal of discontinued business.
This matter is in arbitration and a hearing is not expected until 2002.

Segment Reviews

Segment sales discussed below include pro rata equity affiliate
sales and intersegment transfers. Segment ATOI does not
include corporate expenses, interest and exchange gains
(losses). Prior years’ data have been reclassified to reflect the
2000 organizational structure.

AGRICULTURE & NUTRITION

DuPont Crop Protection
DuPont Nutrition & Health
ATOI BEFORE
ONE-TIME
SALES ($ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 25 189 25
1999 26 159 264
1998 28 252 325

See Industry Segment Information (Note 30 to Financial Statements).

The mission of the Agriculture & Nutrition businesses is to best
satisfy the world's need for food and nutrition by transforming the
ways renewable resources are grown, processed and distributed.
DuPont Crop Protection serves production agriculture with
products for the grain and specialty crop sectors as well as
forestry and vegetation management. It includes global herbicide,
fungicide and insecticide products and services. DuPont Crop
Protection strategies are to develop and commercialize new
products; continue to build the broad line of existing products;
develop new business models particularly in e-commerce; and
capitalize on cross-business unit synergy opportunities.

Numerous new products were registered and introduced into the
marketplace during 2000 in countries around the world. DuPont™
Equation™, Equation™ Pro™ and DuPont™ Tanos™ with the active
ingredient DuPont™ Famoxate™ are now registered in 42 countries.
They are used for disease control primarily on grapes, potatoes,
tomatoes and cucumbers. DuPont™ Steward™ and DuPont™
Avaunt™, with the active ingredient indoxacarb, have been
registered in 25 countries, including the United States, for insect
control on cotton, fruits and vegetables. DuPont™ Milestone™ and
DuPont™ Evolus™, with the active ingredient azafenidin, are used
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for weed control on sugarcane, citrus, grapes and non-crop
activities and are registered in three countries.

DuPont Nutrition & Health includes Protein Technologies
International Inc. (PTI), Qualicon Inc. and DuPont Specialty Grains.

PTlis a world leader in the research, manufacturing and
marketing of isolated soy protein, soy oil and soy fiber ingredients.
In late 1999 the U.S. Food and Drug Administration (FDA)
authorized the use of a health claim on food labels concerning the
association between soy protein and the reduced risk of coronary
heart disease. In November 2000 the health claim was reinforced
by the American Heart Association (AHA) when it recommended
that consumers eat more soy protein to lower cholesterol and the
risk of heart disease. In its recommendation, the AHA emphasized
the importance of getting soy protein with its naturally occurring
bioactive components. DuPont™ Supro® soy brand proteins are
specially processed to retain naturally-occurring bioactive
components and are proven clinically to reduce the risk of
coronary heart disease. PTI continues to fund studies on other
potential health benefits of soy with women's health being the
primary area of research, including menopausal symptoms and
bone health. In August 2000 PTI and General Mills Inc. formed a
joint venture to collaborate on developing and marketing new

soy foods.

DuPont Qualicon is a world leader in food quality and safety. With
a focus on molecular biology, Qualicon provides a full range of
microbial testing products that help food industry customers
understand and control the microbial environment in their
manufacturing processes and supply chains. Qualicon products
include the BAX® screening
system, a fully automated
genetics-based system that
provides highly sensitive and
rapid detection of harmful
bacteria in food, water and

. environmental samples. BAX®
system tests also are available to help food processors determine
if specific genetic enhancements are present in food products as
a critical component of Identity Preservation (IP) systems and to
comply with labeling requirements in some markets. The Qualicon
RiboPrinter® microbial characterization system is the world’s only
automated instrument for fingerprinting the DNA of bacteria. The
system is emerging as a critical tool to address global health

problems related to foodborne disease, antibiotic resistance,
hospital infection control and pharmaceutical quality assurance.

On June 7, 2000, Optimum Quality Grains, LLC officially became
known as DuPont Specialty Grains (DSG). This name change
reflects the expanded role of DSG in developing and delivering
enhanced grains for feed, food and industrial use. The mission of
DSG is to develop and market improved grain products through
innovative customer-focused production and distribution systems.
Efforts to build IP systems continue to show strong growth. DSG
is creating coordinated production systems that will help meet
customer needs and requirements for specialized products.

2000 versus 1999 Sales of $2.5 billion were 3 percent lower,
reflecting 3 percent lower prices and flat volume. ATOI was $189
million compared with $159 million. ATOI before one-time items
was $245 million versus $264 million, down 7 percent, as
marginally higher DuPont Crop Protection earnings were more
than offset by lower DuPont Nutrition & Health earnings. The
latter is due to higher natural gas costs as well as planned higher
research and development and marketing expenses.

1999 versus 1998 Sales of $2.6 billion were 7 percent lower,
reflecting flat prices and 7 percent lower sales volume. ATOl was
$159 million compared with $252 million. ATOI before one-time
items was $264 million, down $61 million, or 19 percent, principally
reflecting lower DuPont Crop Protection earnings.

Outlook The crop protection industry has experienced significant
change during the past two to three years with a depressed farm
economy, industry consolidation, and the influence of insect and
herbicide resistant crops. Net U.S. farm income before
government payments has declined by 50 percent since 1996. In
order to compete in this business environment, DuPont Crop
Protection instituted a restructuring program in 1999 to reduce
fixed costs and align the size of the business with the realities in
the global farm economy. The operating outlook for 2001 will
continue to be very challenging. High natural gas prices will force
PTl to operate in a difficult environment in 2001 since its
manufacturing processes are natural gas energy intensive.

The company has been served with several hundred lawsuits in
connection with the 1991 stop-sale and recall of DuPont™
Benlate® 50 DF fungicide; approximately 120 cases are pending.
The majority of these lawsuits were disposed of by trial,
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settlement or dismissal. However, certain plaintiffs who previously
settled with the company have filed cases alleging fraud and
other misconduct relating to the litigation and settlement of
Benlate® 50 DF claims. DuPont believes that Benlate® 50 DF did
not cause the damages alleged in these cases and denies the
allegations of fraud and misconduct. DuPont intends to defend
itself in these cases. The ultimate liabilities from Benlate® 50 DF
lawsuits may be significant to DuPont Crop Protection’s results of
operations in the period recognized, but management does not
anticipate that they will have a material adverse effect on the
company'’s consolidated financial position or liquidity.

NYLON ENTERPRISE

ATOI BEFORE
ONE-TIME
SALES ($ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 S 46 N 328 = 301
1999 45 63 4 389
1998 46 244 : 406

See Industry Segment Information (Note 30 to Financial Statements).

The Nylon Enterprise is the global leader in nylon intermediates,
polymers and fibers for major markets such as carpets and rugs,
apparel, tire reinforcement and numerous other industrial
applications. Brands include DuPont™ Stainmaster® and DuPont™
Antron® for carpets, DuPont™ Tactel® and DuPont™ Supplex® for
apparel, and DuPont™ Cordura® for products including packs and
bags, boots and shoes, and apparel.

Facilities modernization continued in 2000, including: apparel fiber
operations at Chattanooga, Tennessee, and Monterrey, Mexico,
that are progressing toward a year-end 2001 completion;
consolidation of all European flooring fiber facilities at Oestringen,
Germany; and start-up of a state-of-the-art carpet fiber expansion
at Kingston, Ontario. A major nylon intermediates expansion at the
Chalampe, France, joint venture with Rhodia SA will be completed
by year-end 2001.

Additional new product families such as Tactel® Soft Black and
Tactel® Aero were introduced in 2000. The introduction of DuPont™
Tactesse® fiber for DuPont™ Stainmaster® carpets in the
residential market has set a new standard for soft, thick, wool-like
and durable carpets with superior stain and soil resistance. The
Stainmaster® business has continued to grow well as a result of

DuPonNT

I B

continued new product development, increased awareness of the
Stainmaster® brand, and marketing programs that have improved
its position in key North America markets. Antron® nylon is the
strongest, most preferred brand in commercial flooring markets.

In December 2000, Nylon Enterprise and Sabanci further
expanded their multiregional alliance for industrial nylon. The new
50/50 joint venture, DuPont-Sabanci International LLC (DUSA), is
the world's leading supplier of heavy decitex nylon industrial yarn
and tire cord fabric and will operate with eight manufacturing sites
and approximately 2,300 employees worldwide.

2000 versus 1999 Sales of $4.6 billion were 1 percent higher,
reflecting 1 percent higher prices and flat volume. ATOl was $328
million compared with $63 million. ATOI before one-time items was
$301 million versus $389 million, down 23 percent. Lower earnings
reflect rapidly declining profit margins resulting from significantly
higher raw material costs, principally those derived from oil and
natural gas.

1999 versus 1998 Sales of $4.5 billion were 2 percent lower,
reflecting 3 percent lower prices, partly offset by 1 percent higher
volume. ATOI was $63 million compared with $244 million. ATOI
before one-time items was $389 million versus $406 million, down
4 percent, reflecting lower revenue and higher raw material
costs, partly offset by lower fixed costs.

Outlook Prospects for Nylon Enterprise earnings growth are most
dependent on prices for natural gas and petroleum-based raw
materials and on U.S. and European markets for nylon flooring,
nylon apparel, nylon
intermediates and for industrial
nylon applications such as
automobile air bags. Nylon
Flooring volume is closely tied to
U.S. residential and commercial
real estate markets. Activity in
these markets, particularly residential, slowed in mid-2000 and
may not recover to higher levels until mid-2001. Demand for
industrial nylon is expected to continue softening, principally
reflecting the decline in U.S. motor vehicle production. Apparel
markets in 2000 were adversely affected by weakening consumer
markets in North America and Europe as well as the continuing
shift of garment production from these markets to those in Asia.
These market conditions are expected to continue into 2001, but
should begin to be mitigated by the expanded DuPont emphasis on
product differentiation and branding.
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PERFORMANCE COATINGS & POLYMERS

DuPont Engineering Polymers
DuPont Performance Coatings
DuPont Elastomers

ATOI BEFORE
ONE-TIME
SALES ($ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 6.5 . 674 : 733
1999 6.1 582 iaE 7 645
1998 4.6 508 LR 525

See Industry Segment Information (Note 30 to Financial Statements).

DuPont Engineering Polymers manufactures and markets a broad
portfolio of engineering materials for automotive, electrical,
electronic, consumer and industrial applications. The automotive
and electrical/electronics industries are among its most important
markets. Serving customers throughout the world, the business
supplies six families of engineering resins — DuPont™ Zytel® nylon,
DuPont™ Delrin® acetal, DuPont™ Rynite® PET polyester, DuPont™
Crastin® PBT polyester, DuPont™ Hytrel® thermoplastic elastomer
and DuPont™ Zenite® LCP liquid crystal polymer — plus DuPont™
Vespel® polyimide parts and shapes, and DuPont™ Tynex®
filaments. The business is focused on continuing its penetration
of metals substitution opportunities in applications that offer
customers weight reduction, energy savings and added
manufacturing cost productivity.

DuPont Engineering Polymers is pursuing sustainable, profitable
growth through new products, such as DuPont™ Zytel® HTN high
temperature polyamides and DuPont™ Zenite® LCP liquid crystal
polymers, which are aimed at fulfilling growing needs for
demanding telecommunications and computer applications in the
electrical/electronics industry, among other markets. Other new
products and product modifications for diverse market needs
include the use of DuPont™ Hytrel® for seat fabrics and for
membranes that will bring efficient irrigation methods to farmers
in arid regions, as well as DuPont™ Vespel® parts for demanding
automotive and aerospace applications.

DuPont Performance Coatings — the world's leading automotive
coatings supplier — offers high performance liquid and powder
coatings for the automotive 0EM and aftermarket and general
industrial OEM applications, as well as high performance
specialty products for digital printing, adhesive bonding and
electrical insulation markets. The business is pursuing a strategy
of profitable growth in its core Automotive 0EM and Aftermarket
coatings businesses with emphasis on growth outside the United
States; completion of the Herberts integration and rationalization

programs; continued strong growth in Ink Jet digital printing and
exploration of new market segment opportunities; growth in the
Powder business; and focusing the Industrial business on
profitable market niches.

DuPont Performance Coatings continued the expansion of its
digital ink business with the introduction of DuPont™ Artistri™, the
industry’s first integrated digital textile printing solution for home
furnishings, and a complete line of Artistri™ inks for textiles. The
Powder business introduced new technology in Europe that
allows for lower curing temperatures. This technology is expected
to increase the markets available to powder coatings. DuPont
Refinish introduced two new Ultra Productive clear coat systems
for the aftermarket, which were designed to significantly reduce
cycle time of vehicle refinishing.

DuPont Dow Elastomers, a 50/50 joint venture between DuPont
and The Dow Chemical Company, is the leading global supplier of
mid- and high-performance elastomers. Plant expansion
continues for Engage® polyolefin
elastomers and Viton®
fluoroelastomers.

2000 versus 1999 Sales of $6.5 billion
were 6 percent higher, principally
reflecting the addition of Herberts for
full year 2000. Excluding Herberts,
sales were 1 percent lower, reflecting
2 percent lower prices partly offset by 1 percent higher volume.
ATOI was $674 million compared with $582 million. ATOI before
one-time items was $733 million versus $645 million, up 14 percent.
ATOI was higher in all three business units, with DuPont
Performance Coatings earnings up most significantly, principally
reflecting a full year of Herberts results.

1999 versus 1998 Sales of $6.1 billion were up 34 percent,
reflecting a 30 percent increase attributable to the Herberts
acquisition, 7 percent higher sales volume and 3 percent lower
prices. ATOl was $582 million compared with $508 million. ATOI
before one-time items was $645 million versus $525 million, up
$120 million or 23 percent. All businesses contributed to the
earnings increase, with about half attributable to DuPont
Performance Coatings, principally due to the Herberts acquisition.

Outlook Rising raw material prices continue to put pressure on
DuPont Performance Coatings earnings. The manufacturing rate
of light vehicles began to slow during the fourth quarter 2000 and
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this slowdown is expected to continue. Industry consolidation
trends are occurring at all levels of the supply chain, and demand
continues for more environmentally friendly coatings, products
and processes. In April 2000 DuPont Performance Coatings
announced plans to continue restructuring to consolidate assets
and eliminate redundancies associated with the 1999 acquisition
of Herberts. These actions, to be completed in mid-2001, are
expected to help maintain the company’s leading position in the
highly competitive global performance coatings industry.

The outlook for DuPont Engineering Polymers is varied, reflecting
the diversity of the geographies and expected growth rates for
the principal end use markets. Near term, results will be adversely
affected by slower growth in U.S. industrial production,
particularly motor vehicle production, and by high raw material
costs. However, the business is expected to remain strong in key
markets, most notably Europe and Asia. In addition, the rate of
growth in electronics and consumer applications continues to
look favorable. By third quarter 2001 a first stage capacity
expansion for DuPont™ Zenite® LCP liquid crystal polymer will
boost base polymer capacity by 50 percent, reflecting
expectations for globally strong growth in connectors and other
electronic components. Overall, business results will benefit as
engineering polymers continue to become the material of choice
in numerous applications which traditionally use other materials.

PHARMACEUTICALS

ATOI BEFORE
ONE-TIME
SALES (§ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 15 g9 133
1999 16 230 263
199 - 12 (668) 185

See Industry Segment Information (Note 30 to Financial Statements).

DuPont Pharmaceuticals is focused on five therapeutic areas:
HIV/AIDS, cardiovascular, central nervous system, oncology and
allergy/inflammation.

In January 2000 the U.S. Department of Health and Human
Services named Sustiva™ (efavirenz) as the only non-nucleoside
reverse transcriptase inhibitor (NNRTI) to be “strongly
recommended” for use in first-line combination treatment of HIV-
infected individuals. In the United States, Sustiva™ surpassed the
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leading protease inhibitors in total prescriptions, indicating a
movement by physicians toward increased use of Sustiva™ in
potent and durable protease inhibitor-sparing regimens for HIV-
infected patients. DuPont Pharmaceuticals continued to develop
its pipeline of anti-HIV medications with candidates in
development in all three classes of treatment, the most advanced
being an NNRTI in Phase Il development.

Marketing programs drove growth in demand for the heart-
imaging agent Cardiolite® (kit for the preparation of technetium
Tc99m sestamibi for injection). Resources were redirected to
critical cardiovascular products in 2000 and promotion of the anti-
Parkinson'’s drug Sinemet® CR (carbidopa-levodopa) sustained-
release tablets was ceased due to increased generic competition.
Growth in worldwide sales of the high blood pressure treatments
Cozaar® (losartan) and Hyzaar® (losartan potassium) also
benefited DuPont. In October
2000 DuPont Pharmaceuticals
introduced in the United States
its new once-daily low
molecular weight heparin
Innohep® (tinzaparin sodium
injection) for treatment of deep
vein thrombosis. Other potential medications for treatment of
cardiovascular disease are in development, including roxifiban, a

novel oral glycoprotein Ilb/Illa antagonist in Phase Il trials for
treatment of moderate-to-severe peripheral arterial disease, and
an oral anti-coagulant that is scheduled to go into Phase Il
development in 2001.

DuPont Pharmaceuticals formed an alliance with Kos
Pharmaceuticals Inc. to develop and market a unique cholesterol
management drug, extended-release niacin/lovastatin. Kos filed a
New Drug Application with the FDA in 2000 with approval
anticipated in late 2001. DuPont Pharmaceuticals also formed an
alliance with Barr Laboratories Inc. to develop and market five
different proprietary drugs.

In addition, DuPont Pharmaceuticals had the following
development programs underway at the end of the year:

* Central Nervous System — One compound in Phase ||
development for treatment of anxiety and depression and one pre-
clinical compound for the treatment of obesity;

* Oncology — Two compounds in pre-clinical development that are
scheduled to go into Phase | in 2001, the first targeted at
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tamoxifen-resistant breast cancer, the second a radiotherapeutic
for treatment of solid tumors; and

e Allergy/Inflammation — A compound in Phase | development for
asthma and allergic rhinitis and another compound in Phase | for
rheumatoid arthritis.

2000 versus 1999 Sales of $1.5 billion were 9 percent lower,
reflecting a significant drop in fourth quarter sales versus 1999.
This decline was anticipated, as the volume of product in the
distribution channel is being reduced from historically high levels
resulting from previous sales promotion programs. ATOl was $89
million compared with $230 million. ATOI before one-time items
was $133 million versus $263 million, down 49 percent. The
decline results principally from significantly lower fourth quarter
sales as well as planned higher research and development and
marketing expenses.

1999 versus 1998 Sales of $1.6 billion were up 41 percent,
reflecting 8 percent higher sales volume and a 33 percent
increase in segment sales attributable to the mid-1998 acquisition
of Merck’s 50 percent interest in The DuPont Merck
Pharmaceutical Company, resulting in 100 percent ownership by
DuPont. ATOI was $230 million compared with a loss of $668
million. ATOI before one-time items was $263 million versus $185
million, up $78 million or 42 percent, principally attributable to
earnings improvements from Sustiva™ and Cozaar®, as well as the
full-year benefit of 100 percent ownership.

Outlook Over the past three years, DuPont Pharmaceuticals
implemented various promotional sales programs to ensure a fully
adequate supply of product in the marketplace. These
promotional programs are no longer required or financially
justified and, accordingly, have been phased out. Revenue and
earnings will significantly decline in the first half of 2001 as
products in the distribution channel return to normal levels and
DuPont Pharmaceuticals increases investment in research,
development and marketing to support a promising R&D pipeline.
Accordingly, the company expects Pharmaceuticals to show
substantial losses in the first half of 2001, weighted toward the
first quarter.

Following a six-month review of strategic options, DuPont
announced in December 2000 its intent to separate DuPont
Pharmaceuticals from the company. DuPont is evaluating
separation options and will select the one that best contributes to
shareholder value.

PIGMENTS & CHEMICALS

DuPont White Pigment & Mineral Products
DuPont Chemical Solutions Enterprise

DuPont Fluorochemicals ATOI BEFORE
ONE-TIME
SALES ($ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 39 714 - 5
1999 37 634 633
1998 : 37 i 574 578

See Industry Segment Information (Note 30 to Financial Statements).

DuPont White Pigment & Mineral Products is the world's largest
manufacturer of titanium dioxide, serving customers globally in
the coatings, plastic and paper industries. The company operates
plants at DeLisle, Mississippi; New Johnsonville, Tennessee;
Edge Moor, Delaware; Altamira, Mexico; and Kuan Yin, Taiwan, all
of which utilize the chloride manufacturing process.

DuPont™ Ti-Pure® titanium dioxide is available to customers in
slurry and powder form in a variety of grades. In 2000 a third
production line for Ti-Pure® started operating at New
Johnsonville.

DuPont Chemical Solutions Enterprise (CSE) develops, produces
and markets a diverse range of industrial and performance
chemicals, selected services and technologies. Primary markets
served are plastics, textiles, mining, household and industrial
cleaners, petroleum refining and water treatment. Industrial

i\“‘ chemicals produced are aniline,

: acrylonitrile, hydrogen cyanide,
methylamines/amides, o,m,p-
phenylene diamines, sodium, lithium
and sulfur products. Performance
chemicals include DuPont™ Teflon®
repellent finishes, DuPont™ Krytox®
lubricants, DuPont™ Oxone® oxidizing agents, DuPont™ glycolic
acid descaling systems, DuPont™ Tyzor® organic titanates and
DuPont™ Vazo® free radical sources.

CSE continued to enhance its portfolio in 2000. It completed the
acquisition of International Dioxide Inc., a producer of chlorine
dioxide disinfecting systems for food, sanitation and drinking
water markets. Production capacity was expanded for Tyzor®
organic titanates, Oxone® potassium monopersulfate and
intermediates for Teflon® fabric finishes and DuPont™
Stainmaster® carpets. New Teflon® products for the protection of
leather and hard surfaces, and systems for scale and biofilm
removal and disinfection were introduced.

DuPonNT
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DuPont Fluorochemicals is a leading global manufacturer of
industrial and specialty fluorochemicals — both
hydrofluorocarbons (HFCs) and hydrochlorofluorocarbons
(HCFCs). Products include DuPont™ Suva® refrigerants used in air
conditioning and refrigeration, DuPont™ Formacel® foam
expansion agents, DuPont™ Dymel® propellants, DuPont™ Vertrel®
solvents, DuPont™ Zyron® electronic gases, and fire
extinguishants.

In 2000 DuPont Fluorochemicals continued its focus on specialties
markets. HFC 227ea was introduced for use both as a clean agent
fire extinguishant and as a pharmaceutical propellant in
applications such as metered dose inhalers. For semiconductor
chip manufacturers, Zyron® 8020 was added to its line of
electronic gases. DuPont Fluorochemicals divested its minority
interest in Quimica Fluor, a Mexico-based manufacturer of
anhydrous hydrogen fluoride (HF). DuPont continues to
manufacture HF at its LaPorte, Texas, facility.

2000 versus 1999 Sales of $3.9 billion were 7 percent higher,
reflecting 2 percent higher prices and 5 percent higher volume.
ATOI was $714 million compared with $634 million. ATOI before
one-time items was $715 million versus $633 million, up 13
percent. ATOIl was higher in all three business units, principally
reflecting higher sales.

1999 versus 1998 Sales of $3.7 billion reflect flat prices and sales
volume. Higher sales of titanium dioxide were offset by lower
sales of specialty chemicals. ATOl was $634 million compared
with $574 million. ATOI before one-time items was $633 million
versus $578 million, up $55 million or 10 percent, reflecting
increased earnings from DuPont White Pigment & Mineral
Products and DuPont Fluorochemicals, partly offset by lower
CSE earnings.

Outlook DuPont White Pigment & Mineral Products expects
slower demand growth in 2001. The business is focused on
enhancing customer offerings and renewing chloride
technology. CSE's performance chemicals businesses project
continued growth as more effective solutions are adopted in
surface protection, esterification catalysts, and broad based
cleaning and disinfection applications.

Continued strength in fluorochemicals markets is expected as
global demand for chlorofluorocarbon (CFC) alternatives
continues to grow. The phasedown of HCFCs will continue in

DuPonNT

developed countries. HFCs, which have replaced CFCs in many
applications and will eventually replace HCFCs, are expected to
remain the long-term product of choice because of their energy
efficiency, safety, efficacy, total cost and environmental benefit.

ATOI BEFORE
ONE-TIME
SALES ($ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 19 (195) 106
1999 0.4 (2,313) (100)
1998 0.4 5 5

See Industry Segment Information (Note 30 to Financial Statements).

2000 was the first full year of DuPont 100 percent ownership of
lowa-based, plant genetics leader Pioneer Hi-Bred International
Inc. Pioneer's principal products are hybrid seed corn, soybean
seed, and other crop seed lines sold to customers who grow
these products for sale (as commodities or to special end-user
markets), or for use in feeding livestock. Pioneer's business is
focused primarily on developing superior corn hybrids for grain
and silage to address the needs of the livestock feeding market.
However, products for human food and industrial uses also
comprise significant and growing areas of focus for Pioneer.

Competition in the seed business continues to be intense
because of consolidation throughout the industry and low
commodity prices. North America corn acreage in 2000 increased
because exceptionally good weather encouraged increased
planting, despite a low commodity price. Net price improvements
for Pioneer corn seed products in North America resulted in
nearly 6 percent corn seed revenue growth. Unit growth and
price improvements in Pioneer soybean products increased
soybean revenue by almost 12 percent in 2000.

Pioneer annually invests approximately 10 percent of revenue in
research, focusing on the development of products that are higher
yielding, more genetically diverse and have desirable agronomic
characteristics that will produce higher income for customers. In
side-by-side comparisons across North America, Pioneer® brand
corn hybrids out-yielded competitor hybrids during growing
season 2000 by an average of 7.4 bushels per acre, based on a
total of more than 248,000 comparisons.

Despite ongoing debate over the appropriate use of
biotechnology, Pioneer continues to see demand for seed
products that include biotech traits that deliver additional value.
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These products include corn hybrids with resistance to corn
borers and herbicide resistant soybeans that make it easier for
growers to control weeds. In 2000 sales of Pioneer® brand corn
products with biotech traits were flat and sales of Pioneer® brand
soybean products with biotech traits were up as a percent of total
sales when compared with 1999. While biotechnology offers
tremendous potential to bring increased value to Pioneer’s
customers, it is just one of many tools researchers at Pioneer
have at their disposal. Pioneer continues to develop non-biotech
seed products and offers farmers a choice of hybrids.

2000 versus 1999 Sales were $1.9 billion versus $0.4 billion in
1999 reflecting the increased ownership interest in Pioneer. ATOI
was a loss of $195 million in 2000 compared with a loss of $2,313
million in 1999. Both periods reflect non-cash purchase
accounting related charges, the most significant of which is a
$2,186 million charge in the fourth quarter of 1999 to write off in-
process R&D in connection with the acquisition by the company
of the remaining 80 percent interest in Pioneer. ATOI before one-
time items was $106 million in 2000 versus a loss of $100 million in
1999. The increase in earnings principally reflects the increased
ownership interest in Pioneer as well as improved operating
results for Pioneer on a full-year pro forma basis.

1999 versus 1998 Sales were $427
million compared with $369 million,
reflecting the fourth quarter 1999
acquisition of the 80 percent of
Pioneer not already owned. ATOIl was
a loss of $2,313 million principally due
to the write-off of acquired in-process
R&D. ATOI before one-time items was a loss of $100 million in
1999 versus income of $5 million in 1998, reflecting seasonal
operating losses in the fourth quarter on a full ownership basis
and amortization of acquired intangibles. 1998 results included
only the company's 20 percent ownership interest in Pioneer.

Outlook Pioneer expects another difficult farm economy during
2001. In addition, as high U.S. natural gas prices drive up nitrogen
fertilizer costs, the company expects that North American planting
decisions may be affected, tending to decrease total acreage
planted and shift the crop mix away from corn. As in the past two
years, many farmers around the world are expected to
experience severe cash flow problems in 2001 because of low
commodity prices. TruChoice™ is an integrated offering by
Pioneer and DuPont Crop Protection of seed, chemicals and

credit which provides after-harvest payment terms to farmers.
TruChoice™ has been well received and will be significantly
expanded in 2001.

Pioneer's investment in research and development will support
continued new product introductions, including 27 new corn
hybrids for North America in 2001. These products include
biotechnology-enhanced hybrids as well as conventional elite
grain hybrids. It is anticipated that 9 percent of Pioneer® brand
corn hybrids and 11 percent of Pioneer® brand soybean variety
sales in 2001 will be from new genetics released in 2000 and 2001.

In longer-term programs, researchers are developing grains and
oilseeds that have the potential to command a premium price.
Some of the most promising are corn hybrids with improved
energy and starch components that create value for livestock
feeders and grain processors, along with oilseeds that produce
healthier oils for consumers. Pioneer researchers are also working
to develop new technologies that can protect plants from yield-
robbing diseases and insect pests, such as the European corn
borer and corn rootworm while reducing the need for chemical
pesticides.

While the debate over biotechnology potentially could have a
negative impact on sales of certain Pioneer products in some
markets, seed purchase decisions are based on a wide range of
factors. Pioneer will continue to market products with biotech
traits that provide value and choices to growers.

Pioneer is involved in several lawsuits, both as plaintiff and
defendant, concerning intellectual property rights related to corn
and soybean products. If the outcome of these lawsuits is adverse
to Pioneer, it may be significant to Pioneer’s results of operations in
the period recognized, but management anticipates that the
ultimate outcome of these lawsuits will not have a material
adverse effect on the company’s consolidated financial position or
liquidity.

In accordance with purchase accounting rules, Pioneer’s
inventories acquired on October 1, 1999, were recorded at fair
value. This inventory step-up generates noncash charges to cost
of goods sold as the inventory on hand at the acquisition date is
sold. The estimated impact of this one-time charge on 2001 ATOI
will be about $85 million.
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POLYESTER ENTERPRISE

ATOI BEFORE
ONE-TIME
SALES ($ in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
000 SRS 25 s 73 69
1999 i . 26 (119) (39)
1998 HiisH 28 (228) (7)

See Industry Segment Information (Note 30 to Financial Statements).

The company continues to transition the businesses of the
Polyester Enterprise to a network of joint ventures and alliances
while retaining a core of technology development and licensing.
Major restructuring of these businesses over the past two years
has resulted in reduced fixed costs and improved earnings. The
markets for polyester in 2000 provided little uplift, so the
businesses focused on cost reduction and product mix
enrichment to improve performance.

Operations began January 1, 2000, of DuPont Teijin Films, a 50/50
global joint venture between DuPont and Teijin Limited to produce
and sell PET and PEN polyester films in the specialty, industrial,
packaging, electrical, electronics, advanced magnetic media and
photo systems markets. With sales of $1.5 billion, the joint venture
leads the industry with its strong product and process technology
platform and the broadest portfolio of differentiated products
offered throughout the world. Brand names include Mylar®,
Melinex® and Teijin® Tetoron® PET films, and Teonex® and
Kaladex® PEN polyester films. In November 2000 DuPont Teijin
Films announced that its China joint venture, DuPont-Hongji Films
Foshan Co. Ltd., will have an additional 10 kiloton capability
through a partnership with Ninghbo Wuzhou Films Ltd. involving
the use of existing production equipment. This partnership puts
the joint venture in the leading share position in the fastest
growing polymer market in the world.

As the polyester films industry struggles to recover from the worst
downturn in its history, new high-value film products are being
developed by DuPont Teijin Films for diverse applications
including digital imaging, meat packaging, specialty PEN films for
electronic data storage, can laminates used to protect food and
beverage flavors, and vacuum insulation refrigeration panels that
enable the construction of high-barrier, ultra-thin structures
offering increased storage space at lower costs.

On January 1, 2000, DuPont and Sabanci started a 50/50 joint
venture for the development, production and sale of polyester
fibers, bottles, resins, PTA (purified terephthalic acid) and DMT
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(dimethyl terephthalate) for markets throughout the European
region, the Middle East and Africa. The new company, DuPont
Sabanci Polyester Europe, or DuPont SA, headquartered in The
Netherlands, is the largest polyester company in the region with
annual revenues of about $300 million. The joint venture is putting
strong emphasis on developing differentiated products and on
productivity improvements from restructuring and new
technology. In the fourth quarter 2000 the joint venture
commercialized fundamentally new proprietary spinning
technology for specialty fibers at its Pontypool, United Kingdom,
plant that allowed increased spinning speeds of nearly 50
percent. Productivity gains and licensing revenues will accrue to
this development.

DuPont Polyester Technologies (DPT) was formed in January 2000
to consolidate and leverage DuPont polyester process, product
and technical knowledge, to develop and license leading edge
technology, and to manage existing brands for maximum value
generation. In its first year DPT
completed more than 10 licensing
agreements for PTA and for polyester
resin and fibers. Current projects span
locations in India, China, Pakistan and
Italy and are expected to deliver more
than $100 million in license revenues from
2000 to 2002 to DuPont and DuPont SA.

The 50/50 DuPont Akra joint venture for
polyester staple in the Americas, which
began operation in April 1999, showed improved results in 2000 as
cost reductions were implemented. Overcapacity in the Americas
and Asian imports continue to put significant pressure on fiber
margins. The joint venture is emphasizing productivity
improvements and the development of new differentiated
products that provide value in textile mill productivity and end use
performance.

In June 2000 DuPont and Unifi Inc. formed a manufacturing
alliance in the Americas to produce polyester filament. The
alliance integrates both companies’ partially oriented yarn
manufacturing facilities in the Americas into a single production
unit. This alliance enables each company to match production
with the best assets available, significantly improving product
quality and yields. The filament segment continues to face
difficult market conditions. The auto and home furnishings
markets were strong all year, but the apparel market softened
significantly in the second half as the result of increasing garment
imports, high retail inventories and concern about future retail
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activity. Price increases implemented during the year were not
enough to cover rapidly escalating raw material and energy
costs. These trends are expected to continue into 2001.

DuPont™ Dacron® branded specialty fibers and fiberfill in the
Americas and Asia will be part of DuPont Apparel and Textile
Sciences. As announced by DuPont in October 2000, the new
marketing alliance brings together DuPont™ Lycra® and Nylon
Textile with these Dacron® businesses in a single, market-
focused approach. Leading Dacron® brands such as DuPont™
CoolMax® performance fabrics, DuPont™ Comforel® sleep
products and DuPont™ Thermolite® insulation fibers are included.
Targeting mix enrichment for the home furnishings market, in 2000
the business introduced Comforel® Downessence™, a new cluster
fiber that emulates the feel of down and offers a hypoallergenic
down alternative for pillows; launched DuPont™ Duralife® fiberfill,
offering superior loft and resiliency in pillows for the upholstered
furniture market; and created a marketing alliance with a leading
supplier of latex foam pillows to leverage the strong branded
position of DuPont in the sleep products market. In addition, the
business began a new certification and testing program to
provide ultra-violet sunlight protection (UPF) ratings for CoolMax®
fabrics and a new high performance insulating system for
footwear that combines Thermolite® insulation and DuPont™
Cambrelle® lining.

Products for the polyester resins and intermediates markets
include DuPont™ Melinar® PET container resins, DuPont™
Crystar® specialty resins, DuPont™ Biomax® hydrobiodegradable
resin, PTA, DMT and ethylene glycol. The Polyester Enterprise
commercialized Biomax® in Japan for food packaging
applications and introduced Melinar® Laser+® H homopolymers
for high temperature food trays in that fast-growing market.
DuPont manufactures PTA in Taiwan through a joint venture with
Far Eastern Textiles. The PTA business in 2000 was affected by
high energy costs and weakness in downstream fibers demand,
especially in Taiwan and Korea. Improvement in PTA business
performance is expected in the second half of 2001. The resins
business anticipates continued strong market demand growth of
8 to 10 percent per year and is focused on increasing product
differentiation and mix enrichment. As in other polyester
businesses, raw materials and energy costs were up, but prices
for resins were able to keep up with these increases.

2000 versus 1999 Sales of $2.5 billion were 4 percent lower,
principally due to the restructuring of formerly wholly-owned

businesses into joint ventures whose sales are reflected in
segment sales on a pro rata ownership basis. Apart from the
impact of restructuring, sales were flat as 4 percent higher prices
were offset by 4 percent lower volume. ATOI was $73 million
compared with a loss of $119 million. ATOI before one-time items
was $69 million versus a loss of $39 million. The earnings
improvement is primarily due to cost reductions resulting from
restructuring and productivity improvement initiatives.

1999 versus 1998 Sales of $2.6 billion were 5 percent lower,
reflecting 8 percent lower prices partly offset by 3 percent higher
sales volume. ATOI was a loss of $119 million compared with a
1998 loss of $228 million. ATOI before one-time items was a loss of
$39 million versus a loss of $7 million, reflecting earnings declines
in all business units.

Outlook Generally, the global polyester market will remain a
highly competitive industry with a low-price, high-volume
environment, exacerbated by excess capacity and rapid rise in
raw material and energy costs. The direction will be to deliver
value-added offerings that differentiate the businesses in market
segments where that value can be extracted, and on low cost
operations in commodity segments. DuPont is continuing to
explore alternative strategies to optimize the company’s
investment in its various polyester businesses.

SPECIALTY FIBERS

DuPont™ Lycra®
DuPont Nonwovens

DuPont Advanced Fiber Systems ATO! BEFORE
ONE-TIME
SALES ($in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 35 = 690 = 690
1999 34 732 731
1998 33 : 659 b £ 662

See Industry Segment Information (Note 30 to Financial Statements)

DuPont™ Lycra® — the largest elastane manufacturer worldwide —
continues to be the leader in the high-growth stretch apparel
market and is now expanding the stretch concept to non-
traditional and non-apparel end uses. Lycra® elastane, which is
the only consumer brand in this category, symbolizes quality,
comfort and style. A strong product development pipeline is
accelerating the delivery of innovation, with the introduction of
two new polymers in 2000. These polymers include an extension
of the Lycra® SOFT line for lighter weight garments such as
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intimate apparel and a cotton-compatible product that permits
more efficient fabric production, particularly in the key ready-to-
wear market. In addition, a new type of non-elastane stretch fiber,
based on DuPont™ Sorona® technology, has been introduced into
both the sock and ready-to-wear markets.

The move into generic stretch markets has improved market
position while resulting in higher operating rates and lower unit
costs. To further strengthen participation in this market, DuPont™
Lycra® entered into a marketing joint venture with Shinkong
Synthetic Fibers Corp. in Taiwan. To better capitalize on the
increasing consumer demand for stretch and to improve the
ability to deliver its advantages to customers, DuPont™ Lycra®
introduced Lycra® Assured, a business partnership with key
industry players. Further, customer relationships and market
presence will be strengthened by the recent integration of DuPont
apparel platforms into one marketing
alliance, DuPont Apparel and Textile
Sciences.

The mission of DuPont Nonwovens is
continued growth in high-value
markets, providing end use-oriented,
customized solutions to customer
needs. Primary products include
DuPont™ Tyvek® brand protective
material, DuPont™ Sontara® spunlaced : 2
fabrics, DuPont™ Cambrelle® textiles and DuPont™ Typar® high-
strength spunbonded polypropylene. Major markets served
include construction, protective apparel, medical and health care,
absorbents, packaging, carpeting, industrial and geotextiles.

In 2000 the Tyvek® business experienced strong growth in the
construction and protective apparel markets in North America, as
well as strong growth in the European protective apparel
business. An endeavor begun in 1997 was expanded and
formalized bringing together the strengths of the Tyvek®,
Tychem®, Kevlar®, Nomex® and Sontara® brands. Known as the
DuPont Protective Apparel Marketing Company, it provides a
unique combination of branded, technically outstanding products,
strong value-chain partnerships, and a single voice to the
customer at a local level.

Tyvek® FlexWrap™, an innovative window and door flashing
product, was previewed at major industry trade shows during the
fourth quarter. Interest among builders has been extremely high
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for this unique product that is highly flexible, easy to install and
creates a seamless layer of protection against water in the most
sensitive areas of square, round and arched rough openings.

DuPont Advanced Fiber Systems comprises DuPont™ Kevlar®
brand fiber, DuPont™ Nomex® brand fiber and paper, and DuPont™
Teflon® brand fluoropolymer fiber. The business had strong
volume and revenue growth in 2000 despite significant impact
from the weak euro. Each of the core businesses — Life
Protection, Protective Apparel, Fiber Optic Cable, Electrical
Insulation and Electronics — showed significant strength. Growth
in Asia was particularly strong as DuPont™ Thermount® laminate
substrate gained additional share in printed wiring boards for
cellular phones. Asian growth was also supported by new
infrastructure development in China and India which increased
demand for Kevlar® in fiber optic cable and Nomex® paper for
transformer insulation. The successful launch of a licensed
Nomex® brand transformer insulation in China furthered the focus
of increasing the share of income derived from knowledge
intensity versus material, as did the expansion of the Kevlar®
branding program in sports apparel.

2000 versus 1999 Sales of $3.5 billion were essentially flat,
reflecting 5 percent lower prices offset by 5 percent higher
volume. ATOI was $690 million compared with $732 million. ATOI
before one-time items was $690 million versus $731 million, down
6 percent, as higher earnings in DuPont Advanced Fiber Systems
were more than offset by lower earnings in DuPont™ Lycra® and
DuPont Nonwovens. Lower DuPont™ Lycra® earnings resulted
principally from increased pricing pressures from generic
competition, adverse currency impact of the stronger dollar, high
natural gas prices and continued technical difficulties at a
European THF facility which has affected cost competitiveness in
the global market. While progress has been made, the facility
continues to operate substantially below design capacity.

1999 versus 1998 Sales of $3.4 billion were up 5 percent, reflecting
9 percent higher sales volume partly offset by 4 percent lower
prices. ATOI was $732 million compared with $659 million. ATOI
before one-time items was $731 million versus $662 million, up $69
million or 10 percent. All business units contributed to the revenue
and earnings increases.

Outlook DuPont™ Lycra® earnings in 2001 will be affected by
pricing pressures resulting from recent increases in Asian elastane
capacity. Over the long term, DuPont™ Lycra® expects to benefit
from its strong brand position, low manufacturing cost and global
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market presence. New businesses for DuPont™ Lycra®,
particularly shoes, upholstery, Leather with Lycra® and stretch
nonwovens, are poised for growth. A new, chlorine-resistant
polymer will be introduced, as well as a more robust elastane for
increased customer value. In 2001 large scale state-of-the-art
DuPont™ Lycra® manufacturing facilities will be installed in Brazil
and Singapore to position the business for future growth.

DuPont Advanced Fiber Systems businesses are expected to
continue to demonstrate significant growth as they are focused to
a significant degree on areas that are projected to be less affected
by an economic slowdown - retrofit in the U.S. military,
infrastructure in developing areas and expanding applications in
both the protective apparel and life protection markets.

For DuPont Nonwovens continued growth is expected in several
markets, including the worldwide protective apparel markets and
the North American construction markets, where Tyvek®
weatherization systems anticipates double-digit growth. Earnings
in 2001 are expected to be affected by continued high raw
material costs.

. SPECIALTY P
DuPont /Technologies
DuPont Packaging & Industrial Polymers
DuPont Fluoropolymers
DuPont Surfaces

ATOI BEFORE
ONE-TIME
SALES (S in Billions) ATOI ($ in Millions) ITEMS ($ in Millions)
2000 45 3 3
1999 43 668 666
1998 40 596 606

See Industry Segment Information (Note 30 to Financial Statements)

DuPont 7Technologies provides differentiated materials-based
solutions for essentially all of the world's leading manufacturers of
electronic components and assemblies, packaging graphics, and
producers of high-end commercial printing.

For the printed wiring board, flexible circuit and microcircuit
portions of the electronics industry, DuPont /Technologies markets
DuPont™ Kapton® polyimide film, DuPont™ Pyralux® flexible
laminates, DuPont™ Riston® dry film photoresists, and thick film
materials systems including DuPont™ Green Tape™ low temperature
co-fired ceramics and DuPont™ Fodel® photoprintable composites.
Construction began on a $30 million expansion of Kapton® polyimide
film manufacturing facilities in Circleville, Ohio, to meet the growing
demand for flexible circuitry in wireless, digital and computer

markets. YieldMaster 2000 Riston® dry film lamination systems were
introduced to printed wiring board fabricators in the United States,
providing improved image resolution and yield improvements of
greater than 10 percent. The newest application for Green Tape™is
in the manufacture of Bluetooth modules that facilitate wireless
connectivity among electronic devices such as PCs, printers and
cell phones.

As the world leader in holographic optical components and
holograms for electronics, security and authentication applications,
DuPont 7Technologies announced the
first commercial application of a
holographic color filter, developed with
Victor Company of Japan Ltd. (JVC). The
color filter is the next in a series of
holographic products that enhance the

brightness, color and efficiency of liquid
crystal displays. DuPont 7Technologies also made a number of
strategic investments that strengthened its ability to develop new
types of displays for applications such as cell phones, PDAs and
handheld computers, PC monitors, high definition television and
other large displays.

For the printing industry, the business markets DuPont™ Cyrel®
flexographic printing plates, as well as color proofing systems,
including DuPont™ WaterProof®, DuPont™ Cromalin® and DuPont™
Dylux®. Both businesses continued to develop and introduce digital
systems —the second generation of Cyrel® FAST thermal
technology and the Digital Halftone Proofing system for four-color
imaging — focused at driving accuracy, cycle time and improved
workflow.

In December 2000 DuPont formed a 50/50 joint venture with Air
Products and Chemicals Inc. to develop, manufacture and market
colloidal silica-based slurries for electronic precision polishing or
planarization applications, such as silicon wafer polishing chemical
mechanical planarization processes used in the manufacture of
semiconductors.

DuPont Packaging & Industrial Polymers (P&IP) offers specialized,
high value resins and films for the packaging and selected industrial
markets. Product and end uses include DuPont™ Surlyn®, DuPont™
Nucrel® and DuPont™ Elvax® sealants and adhesives for flexible
packaging structures; Nucrel® and Elvax® resins for wire and cable
construction; DuPont™ Keldax® resins for automotive carpet
backing; Surlyn® for golf ball covers; DuPont™ Vamac® for
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automotive hoses and gaskets; DuPont™ Butacite® interlayers for
laminated glass; DuPont™ Elvanol® for textile sizing; and DuPont™
Clysar® shrink films for packaging.

P&IP introduced Clysar® Gold Series shrink films, a high
performance family of shrink films offering outstanding tear
resistance, excellent clarity and a wider sealing window for higher
speed packaging. In October 2000 P&IP and Borealis announced the
launch of a manufacturing joint venture in Belgium to produce
polyolefins and ethylene copolymers. P&IP's Vinyls Enterprise
introduced a new PVB Interlayer, DuPont™ Butacite® Defect
Resistant™ B340, based on innovative technology to reduce defects
and improve yields in laminated automotive safety glass.

DuPont Fluoropolymers — the largest global manufacturer of
fluoropolymers — markets to the telecommunications, aerospace,
automotive, electronics, chemical processing and housewares
industries. The DuPont offering includes DuPont™ Teflon® and
DuPont™ Tefzel® fluoropolymer resins, Teflon® and DuPont™
Autograph® non-stick finishes, and Teflon® and DuPont™ Tedlar®
fluoropolymer films. In 2000 the business introduced Teflon® PFA HP
Plus, a new high-performance polymer specially designed to
replace stainless steel in high purity fluid handling systems in
semiconductor and pharmaceutical manufacturing. The business
began operations of a pilot plant at its Fayetteville, North Carolina,
site to prove new technology to manufacture Teflon® resins.

The Teflon® and Tedlar® films and non-stick finishes businesses
were combined into one fluorosurfacing business in 2000, a move
aimed at better leveraging the company's global market presence,
application technology and manufacturing capabilities across an
increasing number of growth opportunities in surfacing applications.
Both the industrial fluoropolymers and fluorosurfacing businesses
continued to capitalize on the strength of the Teflon® and DuPont™
SilverStone® non-stick brand, including expanding their licensing
efforts across markets, with particular focus on data
communications cabling products and housewares, respectively.

The DuPont™ Corian® business changed its name to DuPont
Surfaces with the addition of DuPont™ Zodiaq™ quartz surfaces and
DuPont™ IntegriS™ solutions to the brand portfolio. Zodiag™ is a new
surfacing material for horizontal and vertical surfaces. Made with
quartz crystals, pigments and proprietary polymer technology,
Zodiaq™ is available in 16 colors for both residential applications and
interior commercial cladding. IntegriS™ is a service business
providing project management assistance in product procurement,
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fabrication and installation for commercial building owners across
multiple sites and product lines.

DuPont Surfaces’ primary business mission is to grow by providing
a range of premium branded offerings in sheet product, sinks and
services to the home and architectural furnishings industries. To
increase the perceived value of the brands, beginning in 2001 the
business will be increasing its investment in all aspects of branding,
including advertising and promotion. To broaden the DuPont
Surfaces audience segment base, the OEM market — furniture,
lighting fixtures, appliances and other accessories — will take on
additional significance, joining the primary segments of residential
remodel, new construction and commercial. The business seeks to
broaden its routes to market with both balanced geographic
expansion in Europe and Asia Pacific, as well as added accessibility
in newer retail outlets such as home centers and the Internet.
Reducing installed cost from a manufacturing and fabrication
perspective continues to be an important strategy to make Corian®
more accessible to more people. Twelve more colors are planned for
2001, bringing the Colors of Corian® to more than 90.

2000 versus 1999 Sales of $4.5 billion were up 6 percent, reflecting 8
percent higher volume, partly offset by 2 percent lower prices. Al
four business units had higher sales. ATOl was $713 million
compared with $668 million. ATOI before one-time items was $713
million versus $666 million, up 7 percent. ATOl increased in DuPont
Surfaces, DuPont Fluoropolymers and DuPont 7 Technologies
reflecting higher sales. This was partly offset by lower earnings in
DuPont Packaging & Industrial Polymers resulting from significantly
higher raw material costs, primarily natural gas.

1999 versus 1998 Sales of $4.3 billion were up 5 percent, reflecting
9 percent higher sales volume, partly offset by 4 percent lower
prices. ATOl was $668 million compared with $596 million. ATOI
before one-time items was $666 million versus $606 million, up $60
million or 10 percent. The earnings improvement was driven
principally by higher earnings from DuPont Surfaces and DuPont
/Technologies.

Outlook Although the second half of 2000 financial performance
in DuPont 7Technologies was very strong, mixed macroeconomic
signals for the electronics industry may indicate some softening
of performance in 2001. The printing business is undergoing
consolidation at all stages, driven by excess capacity, limited
differentiation and rapid transformation to digital technologies.
These factors will have a negative impact on revenues of the
color proofing business. The outlook for sales of P&IP products
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continues to be positive. Bottom line results, however, will
continue to be affected by high raw materials and energy costs.

Within DuPont Fluoropolymers, growth in Teflon® resins is
expected to slow in all regions in 2001. Growth in fluorosurfacing
is expected due to continuing strength in consumer segments,
new applications in industrial segments, and a strong effort to
leverage the strength of the Teflon® brand, including a major
focus on marketing communications and brand licensing.
Competitive pressure on Corian® continues to grow with the
decreasing price of stone (e.g., granite) and increasing interest in
glass, concrete and other more exotic materials for use as a
surfacing material. Increased pressure from ingredient pricing is
expected to affect manufacturing cost.

OTHER

The company groups the results of its nonaligned businesses and
embryonic businesses such as DuPont Bio-Based Materials and
DuPont Safety Resources under Other. In aggregate, sales from
these businesses represent less then 2 percent of the total 2000
segment sales. Sales of $456 million were down 5 percent,
principally reflecting the reduced ownership interest in DuPont
Photomasks, Inc. ATOI before one-time items was a loss of $21
million in 2000 versus earnings of $22 million in 1999.

The mission of DuPont Bio-Based Materials is to serve as the
focal point for the company’s expertise in the application of
modern biology to industrial markets. Biotechnology already has
had significant impacts on industrial marketplaces such as fine
and specialty chemicals and vitamins. DuPont believes that these
technologies have transformative potential in many other
industrial markets as well. Formed in late 1999, DuPont Bio-Based
Materials is dedicated to driving business growth opportunities in
current DuPont markets and those into which it might expand.

The current business direction is twofold: bringing to market the
fruits of technology developed in recent years, and concentrating
resources into areas of exploration aimed at new products with
enhanced functionality — differentiated products with
demonstrable consumer benefits. Although there is competitive
activity in the bio-based materials arena, DuPont is clearly at the
leading edge of this technology. The company’s new polymer
platform, DuPont™ Sorona™, is the first DuPont Bio-Based
Materials product. While Sorona™ has potential applications in a
number of markets, the textile fibers area offers the largest near-
term potential.

DuPont Safety Resources (DSR) is a global safety consulting and
training business. DSR focuses on “Building a Safer World”®.
DuPont formed DSR in 1998 to commercially leverage its vast
safety experience derived over almost 200 years of operation with
a core value and extraordinary competency in safety. For over 30
years DuPont has been helping thousands of companies
worldwide improve their safety and overall business
performance.

Financial Condition

Following the divestiture of Conoco and acquisition of Herberts
and Pioneer in 1999, DuPont’s financial focus in 2000 was to
reduce debt and strengthen the balance sheet. The table below
summarizes changes in net debt for 1998 through 2000.

(Dollars in millions) 2000 1999 1998

Net Debt — Beginning of Year - $9,984  $10,055  $10,903
Cash Provided by Continuing Operations 5,070 4,840 4132
Purchases of Property, Plant &

Equipment & Investment in Affiliates (2,022)  (2,03)  (2,303)

Net Payments for Businesses Acquired (46)  (5,073)  (3,282)
Proceeds from Sales of Assets 703 609 946
Net Proceeds from Sale of

Interest in Conoco - - 4,206
Dividends Paid to Stockholders (1,465)  (1,511)  (1,549)
Acquisition of Treasury Stock (462) (690) (704)
Cash from

Discontinued Operations - 4,475 | (568)
Other (82) (476) (30)
Decrease in Net Debt 1,696 n 848

Net Debt — End of Year $ 8288 $ 9984 7 $10,055

Net debt includes borrowings and capital lease obligations less
cash and cash equivalents and marketable securities. Net debt
was reduced by $1.7 billion in 2000 from $10.0 billion at year-end
1999 to $8.3 billion at year-end 2000. Continued tight capital
spending control, asset monetizations, sale of non-strategic
assets and funds generated from operations were the primary
contributors to 2000 debt reduction. With a focus on further
capital spending reductions and working capital productivity
improvements, management's intent is to again reduce net debt in
2001 to further increase the company’s financial flexibility.
Management believes that the company’s ability to generate cash
from operations and its capacity to issue short-term and long-
term debt will be adequate to meet anticipated cash requirements
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to fund working capital, capital spending, dividend payments and
other cash requirements in the foreseeable future.

Standard & Poor's and Moody's Investors Service maintain their
ratings of the company’s senior, unsecured long-term debt at AA-
and Aa3, respectively. The company’s commercial paper rating
remains at A-1+ by S&P and Prime 1 by Moody'’s.

In 1999 cash provided by operations and debt repayments from
Conoco were largely offset by capital expenditures, acquisitions,
payment of dividends and repurchase of stock. As a result, net
debt at year-end 1999 of $10.0 billion was $0.1 billion lower than
the $10.1 billion at year-end 1998.

CASH PROVIDED BY CONTINUING OPERATIONS

Cash provided by continuing operations totaled $5.1 billion in 2000,
$0.2 billion more than 1999. In 2000 cash provided by continuing
operations excluding changes in working capital was $0.4 billion
more than 1999. Working capital was unchanged in 2000 reflecting
$0.6 billion proceeds from securitization of accounts receivable
offset by a $0.6 billion increase in other working capital
components. In 1999 reductions in working capital increased cash
provided by continuing operations by $0.2 billion. In both 2000 and
1999, about $0.3 billion was transferred from the company's
pension trust in the United States to pay the company’s portion of
certain retiree health care costs as permitted under federal law;
these receipts are reflected as a reduction in other operating
assets.

In 1999 cash provided by continuing operations totaled $4.8 billion,
$0.7 billion more than in 1998. The increase reflects $0.5 billion due
to changes in net working capital in 1999 as compared with 1998.
Excluding acquisitions, accounts and notes receivable were flat in
1999 compared with an increase in 1998. Net income after
adjustment for discontinued operations and noncash charges and
credits was $0.2 hillion higher in 1999 compared with 1998.

In 1999 net cash flow from discontinued operations was $4.5
billion principally reflecting repayment of intercompany loans from
Conoco to DuPont. Net cash flow from discontinued operations in
1998 was $(0.6) billion.
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WORKING CAPITAL INVESTMENT

At the end of 2000 the investment in working capital (excluding
cash and cash equivalents, marketable securities, and short-term
borrowings and capital lease obligations) was $4.0 billion, a
decrease of $0.8 billion from the $4.8 billion at year-end 1999. The
2000 decrease was primarily due to securitization of $0.6 billion of
accounts receivable and a $0.6 billion reduction in Pioneer
inventories reflecting the sale of inventory on hand at the
acquisition date that had been written up to fair value in
accordance with purchase accounting rules. These reductions
were partially offset by increases in other net working capital
items, primarily lower current liabilities.

Current assets, including cash and cash equivalents and
marketable securities, decreased $1.0 billion with inventories
down $0.4 billion, accounts and notes receivable down $0.8 billion,
and other current assets up $0.2 billion. Current liabilities,
excluding short-term borrowings and capital lease obligations,
decreased $0.3 billion with $0.2 billion lower accounts and income
tax payables, and $0.1 billion lower other accrued liabilities.

In 1999 working capital investment increased $1.6 billion from $3.2
billion at year-end 1998 to $4.8 billion at year-end 1999. The
increase was principally due to the Herberts and Pioneer
acquisitions.

The ratio of current assets to current liabilities at year-end 2000
was 1.3:1 compared with 1.1:1in 1999.

INVESTMENT ACTIVITIES

Purchases of property, plant and equipment, and investments in
affiliates were $2.0 billion in 2000, compared with $2.1 billion in
1999 and $2.3 billion in 1998. There were no significant payments
for businesses acquired in 2000. 1999 payments for businesses
acquired of $5.1 billion included $3.5 billion for the acquisition of
the remaining 80 percent interest in Pioneer and $1.6 billion for the
acquisition of Herberts. The Pioneer acquisition included the
issuance of $4.2 billion in DuPont common stock, and the Pioneer
and Herberts acquisitions included the assumption of debt. 1998
payments for businesses were $3.3 billion including $2.6 billion for
the acquisition of Merck’s 50 percent interest in The DuPont
Merck Pharmaceutical Company, and $0.7 billion for the
acquisition of ICI's polyester films business.

Nonacquisition spending in 2001 is expected to be under $2.0
billion. There will continue to be significant expenditures in
support of development and integration of business software
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systems that will improve operational and transactional
efficiencies. Many of the large 2000 projects will continue with
capital expenditures supporting their final construction activities
and shift into start-up and production.

Proceeds from sales of assets were $0.7 billion in 2000. Sale of
available-for-sale securities generated about $220 million.
Reductions in the company’s ownership interest in DuPont
Photomasks generated $153 million. Sale of various transportation
and construction equipment generated $138 million. Other
proceeds totaling $192 million were primarily derived from sale of
non-strategic business assets including Pigments & Chemicals’
silicas business and the company's interest in the Quimica Fluor
venture in Mexico, Agriculture & Nutrition's Fiber Sales business,
and other miscellaneous small assets. Proceeds from sales of
assets were $0.6 billion in 1999, principally reflecting cash
proceeds from the formation of the DuPont Teijin Films joint
venture. In 1998 net proceeds from the sale of an interest in
Conoco were $4.2 billion. In addition, proceeds from the sale of
assets were $0.9 billion, principally reflecting $0.5 billion from the
sale of the company’s interest in CONSOL Energy Inc. and $0.3
billion from the sale of hydrogen peroxide assets.

FINANCING ACTIVITIES

Dividends per share of common stock were $1.40 in 2000, $1.40 in
1999, and $1.365 in 1998. The quarterly dividend was increased
from $.315 to $.35 in the second quarter of 1998. Cash outflows for
dividends in 2000 were lower than 1999 due to fewer shares
outstanding.

In both 1997 and 1998, the company’s Board of Directors approved
programs to purchase and retire up to 20 million shares of DuPont
common stock to offset dilution from shares issued under
compensation programs. In July 2000 the Board of Directors
approved an increase in the number of shares remaining to be
purchased under the 1998 program from about 16 million shares to
the total number of shares of DuPont common stock which can be
purchased for $2.5 billion. The remaining purchases are not
limited to those needed to offset dilution from shares issued under
compensation programs. Shares purchased were 9.5 million
shares for $462 million in 2000, 8.8 million shares for $690 million in
1999, and 12.8 million shares for $769 million in 1998. The company
also received $65 million in 1998 in final settlement of shares
purchased in 1997. Accordingly the 1997 program has been

completed. The company anticipates completing in 2002 the $2.3
billion in purchases remaining under the current authorization.
These share purchases are expected to be funded through
monetization of nonstrategic assets.

Purchased In-Process Research and Development

Purchased in-process research and development represents the
value assigned in a purchase business combination to research
and development projects of the acquired business that were
commenced, but not yet completed, at the date of acquisition
and which, if unsuccessful, have no alternative future use in
research and development activities or otherwise. In
accordance with Statement of Financial Accounting Standards
(SFAS) No. 2, “Accounting for Research and Development
Costs,” as interpreted by FASB Interpretation No. 4, amounts
assigned to purchased in-process research and development
meeting the above criteria must be charged to expense at the
date of consummation of the purchase business combination. In
this regard, the company recorded charges for purchased
in-process research and development totaling $1,443 million in
1998 with respect to two purchase business combinations
completed that year ($1,280 million) and revisions ($163 million)
of preliminary estimates for two purchase business
combinations completed in December 1997. In 1999 the company
recorded charges totaling $2,250 million with respect to two
purchase business combinations completed that year. In 2000,
the company recorded a credit totaling $11 million for revisions
of preliminary estimates for a purchase business combination
completed in 1999.

The following is a more detailed discussion of the purchased
in-process research and development associated with each of
these acquisitions. The company believes that the assumptions
and forecasts used in valuing purchased in-process research
and development were reasonable at the time of the respective
business combination. No assurance can be given, however,
that future events will transpire as estimated. As such, actual
results may vary from the projected results.

Management expects to continue supporting these research
and development efforts. However, as noted below, there is
uncertainty associated with the successful completion of these
research and development projects. There can be no assurance
that any of these projects will meet with either technological or
commercial success. If none of these projects is successfully
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completed, the sales and profitability of the company may be
adversely affected in future periods. Failure of any single project
would not materially impact the company’s financial condition,
results of operations or liquidity.

VALUATION METHODOLOGY

There are three general types of in-process research and
development projects — New Product Development Projects,
Process Modification Projects and New Manufacturing Process
Projects. New Product Development Projects have as their goal
the discovery and development of new formulations and/or
significant medifications of existing product formulations to meet
specific end user needs. Process Modification Projects have as
their goal the design and development of significant
modifications to existing capital assets in order to increase
capacity or otherwise improve the efficiency of the
manufacturing process. New Manufacturing Process Projects
have as their goal the design and development of totally new
manufacturing processes. Successful completion of a project is
deemed to occur when the new product or process has been
defined and technological feasibility has been objectively
demonstrated.

The fair values of purchased in-process research and
development projects are based on estimates prepared by
management. These estimates utilize explicit assumptions about
the range of possible estimated cash flows and their respective
probabilities to determine the expected cash flow for each
project. Under this approach, projected cash flows are adjusted
for risks prior to being discounted to present value. Risks so
addressed include completion risk, competitive risk and timing
risk. A simplified model of these procedures is as follows:

Cash Flows from Successful Completion
Less:  Cash Flows to Complete

Less:  Return on Assets Employed

Equals: Adjusted Cash Flows
Times:  Probability of Technical & Commercial Success

Equals: Risk Adjusted Cash Flows
Times: Present Value Factor

Equals: Fair Value

Cash Flows from Successful Completion represent the estimated
future revenues and/or cost savings forecast to be realized from

the successful completion of the project less the costs and
expenses required to generate those revenues/cost savings.
Significant assumptions include estimates of market size, market
share to be achieved, timing of completion, life cycle pattern,
product pricing, operating margins and the effects of competition.
These projections do not anticipate material changes from
historical pricing, margins, and expense levels unless specifically
noted otherwise.

Cash Flows to Complete represent the estimated future research
and development costs required to complete the project,
assuming the project is successful. Significant assumptions
include the work required to complete the project, the timing of
expenditures and the date of completion.

Return on Assets Employed represents an allocation of the
project's estimated Cash Flows from Successful Completion to
existing assets, including identifiable intangible assets, thereby
ensuring that all appropriate future cash flows are attributed to
existing assets for purposes of determining their fair value.

Probability of Technical and Commercial Success represents
management’s informed assessment of the unique risks
associated with successfully completing a specific project and
implementing the project’s results. It is used to adjust for the risk
that a project may not be successfully completed and for the
risk that, even if the project is successfully completed, it may not
be able to be successfully implemented on a commercial scale.
In developing these probabilities, consideration is given to
scientific assessments regarding the project’s stage of
completion, the results achieved to date, and the complexity of
completing the project. Consideration is also given to the
business” historical experience with similar types of research
and development projects and to the effects competition,
changes in industry trends, and similar economic risks may have
on successful completion of the project. Probability of Technical
and Commercial Success is also used by the company in
managing its research and development activities.

Risk Adjusted Cash Flows are discounted to present value using
a discount rate generally aligned with the estimated weighted
average cost of capital for the acquired business. The weighted
average cost of capital is a market-based measure of
investment risk, i.e., the risk associated with investing in a
particular business, company, industry, etc.
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PIONEER HI-BRED INTERNATIONAL

On October 1, 1999, the company acquired the approximately 80
percent of Pioneer Hi-Bred International not previously owned by
the company for $7,684 million consisting of:

* $3,419 million representing cash payments for the purchase of
Pioneer shares;

 $4,154 million representing the fair value of 68,612,135 shares
of DuPont common stock issued in exchange for Pioneer
shares;

 $81 million representing 80 percent of the fair value of options
to purchase DuPont common stock issued in exchange for
the outstanding vested options to purchase Pioneer common
stock under Pioneer’s employee stock option plan; and

 $30 million representing the company’s estimated acquisition
related costs and expenses.

The allocation of purchase price to the identifiable assets
acquired and liabilities assumed, based on their estimated fair
values, is as follows (dollars in millions):

Current Assets $27,1§6
Property, Plant and Equipment 602 ‘
Other Assets 2264
In-Process Research and Development i 2,175
Current Liabilities | (954)
Long-Term Borrowings (163)
Other Liabilities (287)
Deferred Income Taxes (847)
Minority Interests | (6)
Total Identifiable Assets Less Liabilities $4,960

The $2,724 million excess of the cost of the acquisition over the
estimated fair value of the identifiable assets less liabilities was
recorded as goodwill.

At the date of acquisition, Pioneer had extensive research and
development efforts underway that met the criteria for
purchased in-process research and development. These
research and development activities had as their goals (a) the
improvement of harvestable yield, (b) the reduction of crop
losses, grower input costs and risk through genetically
improving insect, disease and herbicide resistance and (c)
improving the quality of the grain and forage produced through
a combination of traditional breeding methods and modern
biotechnology.

Pioneer's research and development efforts consist of new
product development for its traditional businesses and trait and
technology development. Of the $2,175 million estimated fair
value of purchased in-process research and development,
$1,012 million represents the estimated fair value of projects
related to new product development for traditional businesses
and $1,163 million represents the estimated fair value of projects
related to trait and technology development.

New product development for traditional businesses consists of
Pioneer's seed research done through classical plant breeding
techniques. Each year, Pioneer maize researchers evaluate about
1 million new experimental corn hybrids. These hybrids enter into
a four- to five-year testing cycle during which the hybrids are
tested in a range of soil types, stresses and climate conditions. As
the results of these tests become known, fewer and fewer hybrids
are designated as candidates for further testing. The Pioneer
research and development procedures classify these projects
based on their stage of completion as follows:

| Probability of
‘ Approximate  Technical &
Stage of Number of =~ Commercial
Completion J Hybrids Success
First Cross | 1,000,000 0.01%
Second Generation | 210,000 0.02%
R1-R2 10,000 0.50%
R3 250 20.00%
R4 160 30.00%
R5 50 95.00%

Each hybrid at each stage of completion is genetically unique.
The Probability of Technical and Commercial Success in this
table is the probability that an individual hybrid at a particular
stage of completion will ultimately become a commercial
product. These probabilities were developed based on Pioneer’s
extensive historical experience in developing new hybrids of
corn. While stage of completion is indicative of how long it will
take to develop hybrids in that stage, results can vary, with some
hybrids taking less time and others taking longer. Based on
these probabilities, it is projected that Pioneer will introduce, on
average, approximately 50 new hybrids of corn each year for the
next seven years as a result of these research and development
projects. These projects represent approximately 73 percent of
the estimated fair value of research and development projects
related to new product development for traditional businesses.
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After seven years, new hybrids will principally result from
research and development projects that have not yet begun.
These future projects are not included in the valuation of
purchased in-process research and development.

Each year, Pioneer’s soybean researchers test approximately
500,000 new experimental lines of soybeans. These experimental
lines of soybeans undergo a testing and selection process
similar to the one described for corn. Soybean projects are
classified as to stage of completion using essentially the same
classification system shown for corn. Probabilities of Technical
and Commercial Success were estimated for each stage of
completion based on Pioneer’s extensive historical experience.
Soybean research and development projects represent
approximately 15 percent of the estimated fair value of in-
process research and development projects related to new
product development for traditional businesses.

Research and development projects for alfalfa, sorghum, wheat,
sunflowers, canola and microbial products make up the
remaining approximately 12 percent of the estimated fair value
of in-process research and development projects related to new
product development for traditional businesses.

Research and development projects related to trait and
technology development have as their objective the use of
modern biotechnology to improve insect, disease and herbicide
resistance in crops and to develop products that increase the
value of commodity grains by modifying their protein, oil and
carbohydrate components. At the date of acquisition, six in-
process projects had progressed sufficiently to meet the criteria
used by DuPont to identify projects qualifying as purchased in-
process research and development. Key criteria in this
identification process include the ability to reasonably estimate
the future benefits if the project is successful, the cost to
complete the project, the probable completion date, and the
project’s Probability of Technical and Commercial Success.

Approximately 53 percent of the estimated fair value of research
and development projects related to trait and technology
development is represented by a project to develop resistance to
a broad spectrum of lepidopteran insects, including European
corn borer. This project is expected to be completed in 2002. The
Probability of Technical and Commercial Success for this project
is 85 percent.

DuPonT

Approximately 20 percent of the estimated fair value of research
and development projects related to trait and technology
development is represented by a project to impart resistance to
molds and mycotoxins. This project is expected to be completed
in 2004. The Probability of Technical and Commercial Success
for this project is 80 percent.

Approximately 15 percent of the estimated fair value of research
and development projects related to trait and technology
development is represented by a project to develop resistance to
corn rootworm. This project is expected to be completed in 2002.
The Probability of Technical and Commercial Success for this
project is 65 percent.

The remaining approximately 12 percent of the estimated fair
value of research and development projects related to trait and
technology development is represented by projects to develop
sclerotinia resistance in oil seeds, high oleic high oil corn and
nuclear male sterility in corn. These projects are expected to be
completed in 2003, 2004 and 2005, respectively. The Probability of
Technical and Commercial Success for these projects is 65
percent, 80 percent and 70 percent, respectively.

At the date of acquisition, the company expected to spend
approximately $960 million through 2006 to complete these
projects. Risk Adjusted Cash Flows were discounted to present
value using discount rates ranging from 12.25 percent to 13.75
percent, except for the high oleic high oil corn trait and
technology project for which a 17 percent discount rate was
used. These discount rates are somewhat higher than the 11.5
percent estimated weighted average cost of capital for Pioneer
and are intended to compensate for projection risk and market
uncertainty beyond that explicitly addressed in the cash flow
projections. Future results of Pioneer may be significantly
impacted by government programs, weather and commodity
prices.

PERFORMANCE COATINGS

In February 1999 the company purchased the global Herberts
coatings business from Hoechst AG for $1,588 million cash and
acquisition related costs of $10 million. The allocation of
purchase price to the identifiable assets acquired and liabilities
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assumed, based on their estimated fair values, is as follows
(dollars in millions):

Current Assets B $720
Property, Plant and Equipment 526
Other Assets 203
In-Process Research and Development 64
Liabilities (including assumed debt of $113) (690)
Total Identifiable Assets Less Liabilities $823

The $775 million excess of the cost of the acquisition over the
estimated fair value of the identifiable assets less liabilities was
recorded as goodwill.

At the date of the acquisition, the business had 29 research and
development projects meeting the criteria for purchased in-
process research and development. These projects were of two
principal types (dollars in millions):

Number of Fair Final |
Project Type Projects Value \
New Product Development 25 $51
New Manufacturing Processes 4 $13

DUPONT PHARMACEUTICALS

On July 1, 1998, the company purchased the 50 percent general
partnership interest of Merck & Co. in The DuPont Merck
Pharmaceutical Company for $2,586 million cash, the assumption
of approximately $282 million of liabilities, and acquisition related
costs of $8 million. As part of the transaction, the company agreed
to indemnify Merck for certain future liabilities that may arise from
events that occurred during Merck’s tenure as a general partner.
The business, renamed DuPont Pharmaceuticals, is engaged in
the research, development, manufacturing and sale of human
pharmaceutical and radiopharmaceutical products and is the
principal component of the company’s Pharmaceuticals business
segment. The purchase price was allocated to the identifiable
assets acquired, based on their estimated fair values, as follows
(dollars in millions):

Current Assets $ 275
Property, Plant and Equipment 307
Other Assets 1,034
In-Process Research and Development 1,230
Total Identifiable Assets $2,846

Cash flows were discounted to present value using a 16 percent
discount rate. This rate is higher than the estimated weighted
average cost of capital for this business and reflects
management’s assessment of the risks of projections, volatility
and market uncertainty. Other than reflecting the future benefits
associated with planned cost reduction initiatives, the project
cash flows do not anticipate any material changes from historical
pricing, margins and expense levels.

Management estimates the Probability of Technical and
Commercial Success for New Product Development projects
ranges from 28 percent to 85 percent. These projects are
expected to be completed by 2004.

Management estimates the Probability of Technical and
Commercial Success for New Manufacturing Processes projects
ranges from 29 percent to 49 percent. These projects are
expected to be completed by 2005.

The risk-adjusted cost to complete these 29 projects is estimated
to total $24 million through 2006. As of December 31, 2000, six of
the projects have achieved technical feasibility; six have been
terminated and the remaining projects are still in process.

The $30 million excess of the cost of the acquisition ($2,876
million) over the estimated fair value of the identifiable assets
acquired has been recorded as goodwill.

At the date of acquisition, the business had 32 research and
development projects meeting the criteria for purchased
in-process research and development. The pharmaceuticals
industry categorizes research and development activities into
phases, which represent stages of completion in the research
and development process. Successful completion of a research
and development project is deemed to occur upon receipt of
regulatory approval for sale of the drug in a major market, which
is normally approval by the FDA for sale in the United States.
The following summarizes the status of the research and
development efforts in process at the date of acquisition and the
allocation of purchase price to each group (dollars in millions):

Number of
Status Projects Fair Value
Pre-Clinical Trial ) $170
Phase | 2 $ 40
Phase Il 4 $240
Phase IlI 3 $690
New Applications for Existing Products 3 $ 90
DuPonNT

33




34

MANAGEMENT’S DISCUSSION AND ANALYSIS

Projects in the Pre-Clinical Trial phase of the research and
development process represent compounds that have
demonstrated biological activity directed at disease targets in
specific therapeutic areas. Research and development activities
conducted during this phase include optimizing the
pharmacological activity, early screening for toxicity, testing and
other activities that must be performed before a new drug can
be administered to humans. If successful, projects in this phase
are expected to be completed in the period 2003 to 2007.

Phase | involves the first clinical trials in humans to test a
potential new drug for pharmacological activity, tolerance and
safety. This stage of development typically takes about one year
to complete. The two Phase | projects in process at the
acquisition date involve the development of second generation
nonnucleoside reverse transcriptase inhibitors to be used in
combination therapy for HIV. If successful, these projects were
expected to be completed in 2001 assuming the projects would
qualify for accelerated regulatory review (see below).

Phase Il involves clinical trials designed to determine efficacy
and dosing. Efforts to optimize manufacturing of active
pharmaceutical ingredients, formulation and packaging are also
underway during this phase. This stage of development normally
takes 18 months to complete. The four Phase Il projects in
process at the acquisition date were:

» DMP754 (roxifiban), an oral Ilb/llla platelet receptor
antagonist to be used in the inhibition of platelet activity in
cardiovascular patients;

e DMP777, an elastase inhibitor to be used in the treatment of
cystic fibrosis;

e DMP543, a neurotransmitter release enhancer with the
potential for use in the treatment of Alzheimer's disease; and

* DMP444, a radiopharmaceutical agent for use in thrombus
imaging.

If successful, these projects were expected to be completed in

the period 2001 to 2005.

Phase Ill typically involves large multicenter clinical trials
intended to gather evidence of the effectiveness of the new drug
for specific therapeutic use and to better understand safety and
drug-related adverse effects. This stage of development normally

DuPonNT

takes two to four years plus an additional 6 to 12 months for
regulatory review. The regulatory review period can take less time
if the new drug qualifies for accelerated review. The three

Phase Ill projects in process at the date of acquisition were:

* DMP266 Sustiva™ (efavirenz), a nonnucleoside reverse
transcriptase inhibitor for use in combination therapy for HIV,

e DMP115 Definity™, a contrast imaging agent for ultrasound
procedures; and

e DMP702 Innohep® (tinzaparin sodium injection), a low-
molecular weight heparin anticoagulant.

At the date of acquisition, Sustiva™ (efavirenz) was expected to
be completed in late 1998, assuming an accelerated regulatory
review and successful completion, and Definity™ and Innohep®
were expected, if successful, to be completed in 1999.

At the date of acquisition, there were two projects underway to
support the submission for regulatory approval of new
therapeutic uses for Coumadin® (warfarin sodium). These
projects, if successful, were expected to be completed in the
period 2000 to 2003. A third project, the submission for regulatory
approval of Coumadin® for the extended (180 to 300 day) use in
treatment of deep vein thrombosis was, if successful, expected
to be completed later in 1998.

At the date of acquisition the company estimated that it would
spend $1 billion, on a risk-adjusted basis, over 10 years in its
efforts to complete the above projects. This estimate recognized
the fact that not all projects would be completed successfully.
The cost of successfully taking a project from pre-clinical
development through regulatory approval is estimated to range
from $250 million to $500 million. Estimates of the cost to
complete a specific project are dependent on its stage of
development, the disease to be treated, the size and structure of
clinical trials required to prove improved efficacy and/or safety
versus current treatment options, and the project’s Probability of
Technical and Commercial Success.

The range of Probability of Technical and Commercial Success
factors used in determining the estimated fair value of in-
process research and development at the date of acquisition is
as follows:
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 Probability of Technical
& Commercial Success

5% to 9%

Status
Pre-Clinical Trial

Phase | 14% to 18%
Phase Il 30% to 50%
Phase Il 55% to 95%

New Applications for Existing Products 70% to 90%

Risk Adjusted Cash Flows were discounted to present value
using a 13 percent discount rate, which is 50 basis points higher
than the estimated weighted average cost of capital for
research-based pharmaceutical companies. The higher discount
rate used to present value these Risk Adjusted Cash Flows
compensates for the increased risk associated with a finite
number of projects versus a diversified business as a whole.

Since the date of acquisition, Sustiva™ and Innohep® have
received FDA approval. Definity™ has been submitted for FDA
approval, DMP754 has begun Phase Il trials, four second
generation NNRTI compounds have entered development,
including